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Summary of Changes

Highlights definitions of direct loan and loan guarantee (section 85.1).

Requires agencies to report budget authority for reestimates on a separate line in schedule U

85.9).

Requires agencies to report data on agency debt held by the Federal Financing Bank in schedule
Y (baseline) instead of in schedules G and H (policy) (section 85.10).

85.1 Doesthis section apply to me?

These instructions apply to all programs that provide direct loans or loan guarantees (see sections 85.3(d)
and (k) for definitions of these terms) to non-Federal entities and are subject to the Federal Credit Reform
Act of 1990, as amended (FCRA). Even though Section 506 of the FCRA exempts certain programs from
credit reform budgeting, these programs are still required to report datain MAX schedules G and H (see
section 85.10).
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SECTION 85 -- FEDERAL CREDIT

Section 504(b) of the FCRA providesthat new direct |oan obligations and new |oan guarantee commitments
may be made only to the extent that:

* New budget authority to cover their costsis provided in advance in an appropriations act;

» A limitation on the use of funds otherwise available for the cost of adirect loan or |oan guarantee
program is provided in advance in an appropriations act; or

» Authority is otherwise provided in an appropriations act.

Theserequirementsal so apply to modificationsof direct loans (or direct |oan obligations) or |oan guarantees
(or loan guarantee commitments) that increase their cost, including modifications of pre-1992 direct loans
and loan guarantees. OMB will specify exemptions from these requirements for mandatory programs
pursuant to section 504(c) of the FCRA.

Unless otherwise specified by law, budget authority isavailablefor liquidating obligations (i.e., outlays) for
only fivefiscal yearsafter theauthority expires. For credit subsidiesfinanced by annual or multi-year budget
authority, you must ensure that the budget authority for the subsidy cost will remain available for
disbursement over the full period in which loans will be disbursed. If you expect the disbursement period
will be longer than five fiscal years after the budget authority expires, you must include aspecial provision
in the appropriations language (see section 96.5).

85.2 What background information must | know?

The FCRA changed the budgetary measurement of cost for direct loansand |oan guaranteesfrom the amount
of cash flowing into or out of the Treasury to the estimated long-term cost to the Government. Only the
unreimbursed costs of making or guaranteeing new loans (the subsidy cost, on a present value basis, and
administrative expenses, on acash basis) areincluded in the budget. Agencies must receive appropriations
for the subsidy cost before they can enter into direct loan obligations or |oan guarantee commitments. The
actual cash flows are recorded as ameans of financing (see section 20.7) and are not included in the budget
totals.

The subsidy cost is the estimated present value of the cash flows from the Government (excluding
administrative expenses) lessthe estimated present val ue of the cash flowsto the Government resulting from
adirect loan or loan guarantee, discounted to the time when the loan is disbursed. The cash flows are the
contractual cash flows adjusted for expected deviations from the contract terms (delinquencies, defaults,
prepayments, and other factors). Present values must be calculated using the OMB Credit Subsidy
Calculator. The OMB Credit Subsidy Calculator discounts the cash flow that is estimated for each year (or
other time period) using the interest rate on a marketable zero-coupon Treasury security with the same
maturity from the date of disbursement asthat cash flow, regardless of the maturity of theloan. A positive
net present value means that the Government is extending a subsidy to borrowers; a negative present value
means that the credit program generates a “profit” (excluding administrative costs) to the Government.

Appropriations for the subsidy cost are made to the program account established for the credit program and

are recorded as budget authority. Obligations for the subsidy cost are recorded when the Government enters
into a loan obligation or guarantee commitment. Outlays are recorded when the direct loan or guaranteed
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loan is disbursed to the public and simultaneoudly the subsidy is paid from the program account to the
financing account. The program account also receives appropriations for the direct costs of administering
the credit program.

Theactual cashflows(e.g., loan disbursements, collections of principal and interest payments, and payment
of guarantee claims) are recorded in separate financing accounts. Thereis at least one financing account
associated with each program account. Separate financing accounts are required for direct loan cash flows
and for loan guarantee cash flows if the program account provides subsidy costs for both forms of credit.
The transactions of the financing accounts are displayed in the budget Appendix for informational and
analytical purposes, together with the related program accounts, but are excluded from the budget totals
because the net cash flows do not represent a cost to the government. The direct loan financing account
combinesthe subsidy payment from the program account with borrowing from Treasury to financethedirect
loans. It repays Treasury over time using principal and interest collected from the borrower. The loan
guaranteefinancing account hol dsthe subsidy payment fromthe program account asareserve agai nst defaul t
clams. Thereserve, together with interest earnings on thisreserve from Treasury, isused to pay all default
claims over the life of the loans.

All cash flows resulting from direct loan obligations and loan guarantee commitments made prior to the
effective date of the FCRA (in FY 1991 or previous years) are recorded in liquidating accounts. These
accounts are recorded on a cash basis and areincluded in the budget totals. Liquidating account collections
are availableto pay obligations of the account, but they are not avail able to finance new direct loans or loan
guarantees. If the collections are insufficient, the FCRA provides liquidating accounts with permanent
indefinite authority to pay for losses and to repay any debt owed to Treasury or to other sources.

By focusing on the long-term costs of the program, credit budgeting meets the most fundamental goal of
budgetary cost measurement: it provides decision makerswith theinformation and the incentive to allocate
resources efficiently. Unlike most budgetary transactions, the cash disbursements for a credit program are
a poor measure of cost. Counting outlays for loan disbursements without taking into account probable
repayments overstatesthe cost of adirect loan. Loan guarantees appear costlessinitially because payments
of guarantee claims generally occur several years after the decision to extend credit has been made. Credit
budgeting places the cost of credit programs on a budgetary basis equivalent to other federal spending,
alowing for better comparison of cost between direct loan and |oan guarantee programs and between credit
and other programs. Thisimproves the incentive to make good budgetary decisions.

Agenciesarerequired to reestimate the subsidy cost throughout the life of each cohort of direct loansor loan
guaranteesto account for differences between the original assumptionsof cash flow and actual cash flow or
revised assumptions about future cash flow. These reestimates represent additional costs or savingsto the
Government and are recorded in the budget. Reestimates that indicate an increase in the subsidy cost are
financed by permanent indefinite authority. There are two types of reestimates. Interest rate reestimates
adjust for the effect on the subsidy of differences between actual interest rates and theinterest rates assumed
when estimates were made for budget formulation and obligation (the same interest rate assumptions must
be used at formulation and obligation). These reestimates must be made when the cohort is at least 90
percent disbursed. Technical reestimates adjust for revised assumptions about loan performance, such as
differences between assumed and actual default rates or new proj ections of prepayments. These reestimates
must be made after the close of each fiscal year.
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Modifications of adirect loan or loan guarantee can also change the subsidy cost. A modification is any
Government action different from the baseline assumptions that affects the subsidy cost, such as a change
intheterms of theloan contract or legislation that provides new collection tools. The cost of amodification
is the difference between the present value of the cash flows before and after the modification. Agencies
must have been provided budget authority to cover the cost of a modification that increases the subsidy
before the loans can be modified.

85.3 What special termsmust | know?

Thefollowing arekey termsusedin credit budgeting. Inthesedefinitions, theterm"post-1991" meansdirect
loan obligations or loan guarantee commitments made on or after October 1, 1991, and the resulting direct
loansor loan guarantees. Theterm" pre-1992" meansdirect |oan obligations or |oan guarantee commitments
made prior to October 1, 1991, and the resulting direct loans or loan guarantees.

(a) Administrative expensesmean all coststhat aredirectly related to credit program operations. The FCRA
generally requires that administrative expenses for both pre-1992 and post-1991 direct loans and loan
guaranteesbeincluded in program accounts. Administrative expensesareincluded in theliquidating accounts
only if the amountswould have been avail able for administrative expensesunder aprovision of law in effect
prior to October 1, 1991, and if no direct loan obligation or loan guarantee commitment has been made, or
any modification of adirect loan or loan guarantee has been made, since September 30, 1991.

Administrative expenses that are tangentially related to the credit program should not be included in the
program account. Asanillustration, the cost of auditing credit programsthat isfinanced in the accountsfor
Inspectors General should not be included. Administrative expenses include:

« The appropriate proportion of administrative expenses that are shared with non-credit programs;
» The cost of operating separate offices or units that make policy decisions for credit programs;

 The cost of loan systems development and maintenance, including computer costs (under no
circumstances should computer costs be paid out of financing accounts);

« The cost of monitoring credit programs and private lenders for compliance with laws and
regulations;

« The cost of all activities related to credit extension, loan servicing, write-off, and close out; and

« The cost of collecting delinquent loans, except for the costs of foreclosing, managing, and selling
collateral that are capitalized or routinely deducted from the proceeds of sales.

Administrative expenses may be expended directly from the program account or, if authorized by
appropriation language (see section 96.5), used to reimburse a salaries and expenses account or the Federal
Financing Bank (FFB). If they are transferred to a salaries and expenses account or the FFB, record the
transfer as an expenditure transfer. Record an obligation and outlay in the program account and an offsetting
collection in the salaries and expenses account. In the salaries and expenses account, obligations for
administrative expenses may be recorded without necessarily identifying them as credit program expenses.
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Administrative expenses are almost always provided by annua appropriations acts and, therefore, are
discretionary spending. If such expenses are included in a program account that subsidizes a mandatory
program, the account will be split between mandatory and discretionary spending.

(b) Claim payment means a payment made to private lenders when a guaranteed loan defaults. Report
default claim obligations and disbursements in the program and financing schedule (schedule P) in
ligquidating and guaranteed | oan financing accounts. As described below, report the claim paymentsin the
status of guaranteed | oans schedul e (schedule H) and, for liquidating accountsonly, the abject class schedule
(schedule O). If aloan asset is acquired in exchange for the claim payment, report the claim payment asa
termination for default that results in a loan receivable on line 2261 of schedule H, and, for liguidating
accounts, as investment and loan obligations on object class line 33 in schedule O. If aphysical asset is
acquiredin exchangefor the claim payment, report the claim payment asatermination for default that results
in acquisition of property on line 2262 of schedule H, and, for liquidating accounts, the object classthat best
represents the asset in schedule O. For example, if the asset is a building, then classify the obligations on
line 32, land and structures. (See section 83.7 for object classification). If nothing of value isreceived in
exchange for the claim payment, report the claim payment as termination for defaults that result in claim
payments on line 2263 in schedule H, and, for liquidating accounts, as insurance claims and indemnitieson
object classline 42 in schedule O.

(c) Cohort means all direct loans or loan guarantees of a program for which a subsidy appropriation is
provided for agivenfiscal year (except as provided below for pre-1992 direct |oans and | oan guarantees that
aremodified). For direct loans and |oan guarantees for which a subsidy appropriation is provided for one
fiscal year, the cohort will be defined by that fiscal year. For direct loans and loan guarantees for which
multi-year or no-year appropriations are provided, the cohort is defined by the year of obligation. Direct
loans and loan guarantees that are made from supplemental appropriations will be recorded in the same
cohort as those that are funded in annual appropriations acts. These rules apply even if the direct loans or
guaranteed loans are disbursed in subsequent years.

Cohort accounting appliesto post-1991 direct loans and |oan guarantees. It appliesto pre-1992 direct loans
andloan guaranteesthat have been modified but not to unmodified pre-1992 direct |oansand | oan guarantees.
Post-1991 direct loans or loan guarantees remain with their original cohort throughout thelife of the loans,
evenif they aremodified. All of themodified pre-1992 direct loansof aprogramwill be assignedtoasingle
cohort and all of the modified pre-1992 loan guarantees for a program will be assigned to a single cohort,
even if the subsidy appropriation isprovided in different fiscal years. For purposes of budget presentation,
cohortswill be aggregated. However, accounting and other records will be maintained separately for each
cohort.

(d) Direct loan means a disbursement of funds by the Government to a non-Federal borrower under a
contract that requires repayment of such funds with or without interest. The term includes:

« the purchase of, or participation in, a loan made by a non-Federal lender;

« financing arrangements that defer payment for more than 90 days, including the sale of a government
asset on credit terms; and

« loans financed by the Federal Financing Bank (FFB) pursuant to agency loan guarantee authority
(see also section 33.14).
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The term does not include the acquisition of federally guaranteed loans in satisfaction of default or other
guarantee claims or the price support loans of the Commodity Credit Corporation.

Pre-1992 loans made by the FFB on behalf of any agency continue to be recorded as direct loans of the
agency. Agency guaranteesof post-1991 |oansthat arefinanced by the FFB aretreated as direct loansin the
budget, but the intrabudgetary cash flows reflect elements of direct loans and loan guarantees. The direct
loan financing account for these loanswill collect and hold the subsidy payment from the program account.
Thisbalance, together with interest earnings, will be available to pay the FFB in the event of default by the
non-Federal borrower. Agencies with programs financed by the FFB should consult with the OMB
representative with primary responsibility for the program to ensure correct treatment of these loans.

(e) Direct loan obligation means a binding agreement by a Federal agency to make a direct loan when
specified conditions are fulfilled by the borrower.

(f) Direct loan subsidy cost means the estimated long-term cost to the Government of a direct loan,
calculated on anet present value basi s, excluding administrative costs. Specifically, the cost of adirect loan
is the net present value, at the time when the direct loan is disbursed from the financing account, of the
following estimated cash flows:

e Loan disbursements;

* Repayments of principal;

e Payments of interest;

* Recoveries or proceeds of asset sales; and

« Other payments by or to the Government over the life of the loan.

These estimated cash flows include the effects of estimated defaults, prepayments, fees, penalties, and
expected actions by the Government and the borrower within the terms of the loan contract, such as the
exercise by the borrower of an option included in the loan contract.

Obligations for the subsidy cost will be recorded against budget authority in the program account when the
direct loan obligation is incurred. Accounts payable (to the direct loan financing account) will be recorded
in the amount of the estimated obligation. The subsidy will be paid to the financing account when the loan
is disbursed. (See section 85.4 and the OMB Credit Subsidy Calculator and accompanying documentation
for information about estimating the subsidy.)

(g) Discount rates mean the collection of interest rates that are used to calculate the present value of the cash
flows that are estimated over a period of years. For loans made, guaranteed, or modifie@0d ENd
thereafter, the cash flow estimated for each year (or other time period) is discounted using the interest rate
on a marketable zero-coupon Treasury security with the same maturity from the date of disbursement as that
cash flow. The discount rate assumptions for the budget will be provided by OMB in a file for use with the
OMB Credit Subsidy Calculator. The rate at which interest will be paid on the amounts borrowed or held
as an uninvested balance by a financing account for a particular cohort is a weighted average discount rate
derived from this collection of interest rates. An electronic spreadsheet is available from OMB to calculate
budget estimates of the interest income or expense for financing accounts.

(h) Financing account means a non-budgetary account (its transactions are excluded from the budget totals)

that records all of the cash flows resulting from post-1991 direct loans or loan guarantees. It disburses loans,
collects repayments and fees, makes claim payments, holds balances, borrows from Treasury, earns or pays
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interest, and receives the subsidy cost payment from the credit program account. There is at least one
financing account associ ated with each program account. Separate financing accountsarerequiredfor direct
loan cash flows and for loan guarantee cash flows if the program account provides subsidy costs for both
formsof credit. Financing account schedules are printed in the budget Appendix together with the program
account.

(i) Liguidating account means a budget account that records all cash flows to and from the Government
resulting from pre-1992 direct loan obligations or loan guarantee commitments (unless they have been
modified and transferred to afinancing account). Liquidating account collectionsin any year are available
only for obligations incurred during that year or to repay debt. All liquidating accounts are classified as
mandatory. Collections credited to aliquidating account include:

Interest;

L oan repayments and prepayments;

Payments from financing accounts when required for modifications;
Proceeds from the sales of loans; and

Fees.

These collections are available only for:

Interest payments and repayment of debt;

e Disbursements of loans;

» Default and other guarantee claim payments;
+ Interest supplement payments;

» Cost of foreclosing, managing, and selling collateral that is capitalized or routinely deducted from
the proceeds of sales;

« Payments to financing accounts when required for modifications;

« Administrative expenses but only if (1) amounts credited to the liquidating accounts would have
been available for administrative expenses under a provision of law in effect prior to October 1,
1991, and (2) no direct loan obligations or loan guarantee commitments have been made, or any
modification of adirect loan or |oan guarantee has been made, since September 30, 1991; and

«  Other payments that are necessary for the liquidation of pre-1992 direct |oan obligations and loan
guarantee commitments.

Amounts credited to liquidating accountsin any year are only available for obligations that areincurred in
that year (the outlay may occur in asubsequent year) and for repayment of debt. Any remaining unobligated
balances at the end of the fiscal year are unavailable for obligation in subsequent fiscal years and must be
transferred to the general fund at the end of the fiscal year unless an extension has been approved by OMB
(see section 58.3).
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The FCRA provides permanent indefinite authority to cover obligations and commitmentsin the event that
fundsin liquidating accounts are otherwiseinsufficient. If theliquidating account’s obligationswill exceed
itscollectionsduringtheyear, theagency must request an apportionment and warrant of permanent indefinite
authority estimated to be needed for the fiscal year, before the beginning of the fiscal year.

The liquidating account status of direct and/or guaranteed loans schedule reflects disbursements and
repaymentsof pre-19921oans. Therefore, intheliquidating account status of direct and/or guaranteed |oans:

e There will be no post-1991 direct loan obligations or loan guarantee commitments;

« Direct and guaranteed loan disbursements will be shown only for pre-1992 direct loans or loan
guarantees; and

* Repayments and prepayments will reflect only pre-1992 direct loan obligations and loan guarantee
commitments.

(i) Loan asset sale means a sale of one or more loans to a non-Federal buyer, either individually, pooled,
packaged, securitized, or as a joint venture, at a single point in time, subject to parties fulfilling the terms and
conditions of the Government's offer. Loan assets consist of direct loans and loan receivables resulting from
defaulted guaranteed loans.

(k) Loan guarantee means any guarantee, insurance, or other pledge with respect to the payment of all or

a part of the principal or interest on any debt obligation of a non-Federal borrower to a non-Federal lender,
except for the insurance of deposits, shares, or other withdrawable accounts in financial institutions. Loans
that are financed by the FFB pursuant to agency loan guarantee authority are treated as direct loans rather
than loan guarantees.

() Loan guarantee commitment means a binding agreement by a Federal agency to make a loan guarantee
when specified conditions are fulfilled by the borrower, the lender, or any other party to the guarantee
agreement.

(m) Loan guarantee subsidy cost means the estimated long-term cost to the Government of a loan guarantee,
calculated on a net present value basis, excluding administrative costs. Specifically, the cost of a loan
guarantee is the net present value, at the time when the guaranteed loan is disbursed by the lender, of the
following estimated cash flows:

« Payments by the Government to cover defaults and delinquencies, interest subsidies, and other
requirements; and

* Payments to the Government, including origination and other fees, penalties, and recoveries.

These estimated cash flows include the effects of expected Government actions and the exercise by the
guaranteed lender or the borrower of an option included in the loan guarantee contract.

Obligations for the subsidy cost will be recorded against budget authority in the program account when the
loan guarantee commitment is made. The subsidy will be paid to the guaranteed loan financing account when
the loan is disbursed by the private lender. (See section 85.4 and the OMB Credit Subsidy Calculator and
accompanying documentation for information about estimating the subsidy.)

296 OMB Circular No. A-11 (2000)



SECTION 85 -- FEDERAL CREDIT

(n) Modification means a Government action that (1) differsfrom actions assumed in the baseline estimate
of cash flows and (2) changes the estimated cost of an outstanding direct loan (or direct loan obligation) or
an outstanding loan guarantee (or loan guarantee commitment). The modification may be for asingleloan
or loan guarantee as well as a group; it may be any size; it may affect pre-1992 direct loans and loan
guarantees or post-1991 direct loans or loan guarantees. New legislation that alters the baseline cash flow
estimate for aloan or group of loans always results in a modification.

A Government action may change the cost directly by altering the terms of existing contracts, selling loan
assets (with or without recourse) or converting guaranteed loansto direct loans by purchasing them from a
private lender. It also may change the cost indirectly by legislatively changing the way in which aportfolio
of direct loans or guaranteed loans is administered. Examples of changes in the terms of existing loan
contracts are forgiveness, forbearance, interest rate reductions, extensions of maturity, and prepayments
without penalty. Examples of changesin loan administration are new methods of debt collection, such as
using tax refunds to repay loans and restrictions on debt collections. If the baseline cost estimate does not
assume an action, and the cost would be increased or decreased as a result of that action, the action is a
modification.

Madifications do not include a Government action that is assumed in the baseline cost estimate, as long as
the assumption is documented and has been approved by OMB. For example, modifications would not
include routine administrative workouts (see section 85.3(v)) of troubled loans or loansin imminent default.
They also would not include a borrower’s or the Government'’s exercise of an option that is permitted within
theterms of an existing contract, such asaborrower prepaying theloan. The baseline subsidy estimate must
include all anticipated actions by the Government, lenders, and borrowersthat are permissible under current
law and that affect the cash flow. If later the cost estimate of an action by the borrower, lender, or the
Government differsfromwhat isantici pated in the documented baseline subsi dy estimate, thenthedifference
in cost isincluded in areestimate.

Madifications do not include additional disbursements to borrowers that increase the amount of an
outstanding direct loan or an outstanding loan guarantee. These are treated as new direct loans or loan
guarantees in the amount of the additional disbursement.

There are situations where it is not clear whether a Government action constitutes a modification or a
reestimate. These situations should be judged on a case-by-case basis by OMB in consultation with the
agency. They could include actions by the Government that are not addressed in existing contracts,
management changes that are within an agency’s existing specific authority for the loan program, and broad
changes in agency policy (e.g., loan sale policy). In generd, if the possibility of the action was explicitly
included in the cash flowsfor the baseline subsidy estimate, and this can be documented, it would most likely
be areestimate. If not, it would most likely be a modification.

M odifications produce aone-time changein the subsidy cost of outstanding direct |loansand |oan guarantees.
The effect of the Government action on the subsidy cost of direct loan obligations and loan guarantee
commitments made after the date of the modification, if thereis any effect, is not amodification. Instead,
the effects are incorporated in the initial cost estimates for subsequent direct loan obligations and |oan
guarantee commitments.

(o) Modification cost means the difference between the estimate of the net present value of the remaining

cash flows assumed for the direct loan or loan guarantee contract before and after the modification. The
estimate of the remaining cash flows before the modification must be the same as assumed in the baseline
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for the most recent President’sbudget. The estimate of the remaining cash flows after the modification must
be the pre-modification cash flows adjusted solely to reflect the effects of the modification.

An outstanding direct loan (or direct |oan obligation) or |oan guarantee (or loan guarantee commitment) can
not be modified in amanner that increases its cost, unless budget authority for the additional cost has been
provided in advance in an appropriations act. 1f the modification is mandated in legislation, the legidation
itself provides the budget authority to incur a subsidy cost obligation (whether explicitly stated or not).

Budget authority, an obligation, and an outlay will berecorded in theyear in which thelegislation isenacted
or the administrative discretion is exercised, or in the case of appropriations acts enacted before the fiscal
year to which they apply, the year for which appropriations are provided.

When post-1991 direct |oans or loan guarantees are modified, a modification adjustment transfer between
the financing account and the general fund must also be calculated. When pre-1992 direct loans or loan
guarantees are modified, a transfer must be made between the liquidating account and financing account.
These calculations and the budgetary treatment are explained in section 85.6.

(p) Negative subsidies mean subsidy costs that are less than zero. They occur if the present value of cash
inflows to the Government exceeds the present value of cash outflows. In such cases, appropriations hills
must still provide specific authority before direct loans or loan guarantees can be made.

When a direct loan obligation or a loan guarantee commitment is made that has a negative subsidy, an
amount equal to the negative subsidy will be obligated in the financing account. Thefinancing account will
pay the negative subsidy to the negative subsidy receipt account (or to the program account in the case of
a mandatory program) when the loan is disbursed. The collections are recorded as offsetting receipts or
offsetting collections, and they offset the agency’sbudget authority and outlays. Theaccounting for negative
subsidiesis discussed in (q) below.

(9) Negative subsidy receipt accounts mean budget accounts for the receipt of amounts paid from the
financing account when thereis a negative subsidy for the original estimate or a downward reestimate (see
section 85.3(p) and (t)). In most cases, the receipt account isageneral fund receipt account and amountsare
not earmarked for the credit program. They are availablefor appropriation only in the sensethat al general
fund receipts are available for appropriation.

At the discretion of the OMB representative with primary responsibility for the program, a special fund
receipt account may instead be established for the purpose of earmarking the receipts for appropriation to
the program (in which case a special fund expenditure account also will be established and merged with the
program account). If the programisadiscretionary program, these receipts are availablefor obligation only
to the extent provided in annual appropriationsacts. For mandatory programs, the receipts are permanently
appropriated for subsidy costs but usually are available for administrative expenses only to the extent
provided in annual appropriations acts. For mandatory programs, negative subsidies and downward
reestimates may be credited directly to the program account as offsetting collections from non-Federal
SOUrces.

Obligations may not be incurred against appropriations of the receipts until they have been credited to the

receipt account. Because negative subsidy recei ptsarenot credited to therecei pt account until theunderlying
direct loan or guaranteed loan is disbursed, they might not become available in timeto fund expendituresin
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atimely manner. Such situations might require an appropriation from the general fund to permit obligations
to be made until receipts are available for obligation.

(r) Net proceeds, when used in the context of 1oan asset sales, mean the amounts paid by the purchasersless
al sdller transaction costs (such as underwriting, rating agency, legal, financial advisory, and due diligence
fees) that are paid out of the gross sales proceeds rather than paid as direct obligations by the agency. The
net proceedsfrom the sale of an equity partnership are the same as defined above plus an estimate of the net
present value of future cash inflows to the Government from the sale.

(s) Program account means abudget account that receives and obligates appropriationsto cover the subsidy
cost of a direct loan or loan guarantee and disburses the subsidy cost to the financing account. Program
accounts usually receive a separate appropriation for administrative expenses.

(t) Reestimates mean revisions of the subsidy cost estimate of a cohort (or risk category) based on
information about the actual performance and/or estimated changes in future cash flows of the cohort.
Reestimates must be made immediately after the end of each fiscal year, aslong as any loans in the cohort
are outstanding, unless a different plan is approved by OMB (see section 85.5). An upward reestimate
indicates that insufficient funds had been paid to the financing account, so the increase (plus interest on
reestimates, as described in section 85.5(b)) is paid from the program account to the financing account to
makeit whole. Permanent indefinite budget authority isavailablefor this purpose pursuant to section 504(f)
of the FCRA. A downward reestimate indicates that too much subsidy had been paid to the financing
account. For discretionary programs, the excess (plusinterest, as above) is disbursed to a negative subsidy
receipt account (see section 85.3(q)). For mandatory programs, the excess (plusinterest, as above) may be
credited directly to the program account as offsetting collections or to a negative subsidy receipt account.

(u) Risk categories mean subdivisions of a cohort of direct loans or loan guarantees into groups that are
relatively homogeneous in cost, given the facts known at the time of obligation or commitment. They are
developed by agenciesin consultation with the OMB representative with primary budget responsibility for
the credit account. The number will depend on the size of the differencein subsidy cost between categories
and the ability to predict it statistically based on facts known at origination.

Risk categories will group all direct loans or loan guarantees within a cohort that share characteristics
predictive of defaults and other costs. They may be defined by characteristics or combinations of
characteristics of the loan, the project financed, and/or the borrower. Examples of characteristics or
indicators that may predict cost include:

* The loan-to-value ratio;

» The relationship between the loan interest rate and relevant market rates;
* Type of school attended for education loans;

» Country risk categories for international loans; and

* Various asset or income ratios.

Statistical evidence must be presented, based on historical analysis of program data or comparable credit

data, concerning the likely costs of defaults, other deviations from contract, or other costs that are expected
to be associated with the loans in that category.
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(v) Work-outs mean plans that offer options short of default or foreclosure for resolving troubled loans or
loansinimminent default, such asdeferring or forgiving principal or interest, reducing the borrower’sinterest
rate, extending the loan maturity, or postponing collection action. Work-outs are expected to minimize the
cost to the Government of resolving troubled loans or loans in imminent default. They should only be
utilized if it islikely that the borrower will be able to repay under the terms of the work-out and if the cost
of thework-out islessthan the cost of default or foreclosure. For post-1991 direct |oansand | oan guarantees,
the expected effects of work-outs on cash flow are included in the original estimate of the subsidy cost.
Therefore, to the extent that the effects of work-outs on cash flow are the same as originally estimated, they
do not alter the subsidy cost. If the effects on cash flow are more or less than the original estimate, the
differences are included in reestimates of the subsidy and are not a modification.

85.4 How do | calculatethe subsidy estimate?
(@) General.

Y ou must provide subsidy estimatesfor both Presidential policy and the baselinefor all budget accountsthat
have post-1991 direct loan obligationsor |oan guarantee commitmentsor that have modificationsof pre-1992
direct loan or loan guarantee contracts. Y ou must make subsidy estimates for each risk category. Under
section 503(a) of the FCRA, OMB has the final responsibility for determining subsidy estimates, in
consultation with the agencies.

Usethe OMB Credit Subsidy Cal culator to discount all agency-generated estimates of cash flowstoand from
the Government. The OMB Credit Subsidy Calculator and documentation provide an explanation and
exampl e of the discounting method and how the subsidy rateis calculated. All agencies must use the OMB
Credit Subsidy Calculator and discount rates to ensure government-wide comparability and uniformity of
discounting. These can be obtained from the OM B representative with primary budget responsibility for the
credit account.

Direct loan and |oan guarantee subsidy costs are defined in sections 85.3(f) and (m). The subsidy cost isthe
estimated long-term cost to the Government of direct loans or |oan guarantees calculated on a net present
value basis, excluding administrative costs. For budget formulation (and execution), subsidy estimates are
to be based on the economic and technical assumptions underlying the President’s budget that is submitted
for thefiscal year inwhich the fundswill beobligated. For CY, thismeansusing the economic and technical
assumptions underlying the BY subsidy estimates contained in the President’s budget for the previous year
(adjusted for changes in terms of the contract or legislation enacted since the budget was transmitted; see
Circular No. A-34). For BY through BY +4, this means using the economic and technical assumptionsinthe
President’s budget that will be submitted for BY .

For loans made, guaranteed, or modified in FY 2001 and thereafter, the cash flow that is estimated for each
year (or other time period) is discounted using the interest rate on a marketable zero-coupon Treasury
security with the same maturity from the date of disbursement as that cash flow, regardless of the maturity
of the loan; for example, a cash flow expected to occur one year from the date of disbursement will be
discounted at the one-year zero-coupon Treasury rate. The discount rate assumptionsfor the budget will be
provided by OMB in afile for use with the OMB Credit Subsidy Calculator.
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(b) Presidential policy subsidy estimates.

Make separate subsidy estimatesfor all programs (discretionary and mandatory) for CY and BY. The steps
for calculating the presidential policy estimates of subsidy budget authority and outlays (including negative
subsidies) for a cohort (or risk category) of direct loans and loan guarantees are as follows:

Sep 1. Estimate the cash flows to and from the Government for the cohort of direct loans or loan
guarantees obligated or committed in that year, for that year and each subsequent year for the life
of the direct or guaranteed loan. If you have not finalized the requested amount of obligations or
commitments, you may use any amount to calculate the subsidy estimate as long as the cash flows
you have developed are based on that same amount. Discount these cash flows to the point of loan
disbursement using the OMB Credit Subsidy Calculator. The difference between the present value
of the cash outflows and inflows is the total subsidy (i.e., the subsidy cost) for the obligations or
commitments made in that year.

Sep 2. Calculate the subsidy rate for the cohort by dividing the subsidy cost by the direct loan
obligations or loan guarantee commitments made in that year. For this purpose, the loan guarantee
commitment is the full principal amount, not just the portion guaranteed by the Government.

Sep 3. When the requested amount of direct loan obligations or loan guarantee commitments has
been finalized, multiply the subsidy rate by the direct loan obligations or loan guarantee
commitments to calculate budget authority (or offsetting receipts, in the case of negative subsidies)
for the subsidy cost. For this purpose, the loan guarantee commitment is the full principal amount,
not just the portion guaranteed by the Government.

Sep 4. Subsidy outlays for each fiscal year are equal to the subsidy cost for all loans disbursed in
that year, whether the loans or guarantees were obligated or committed in that year or in prior years.
For this purpose, the loan guarantee commitment is the full principal amount, not just the portion
guaranteed by the Government.

(c) Baseline subsidy estimates.

The steps for calculating the baseline estimates of subsidy budget authority and outlays (including negative
subsidies) for a cohort (or risk category) of direct loans and loan guarantees are as follows:

Sep 1. For discretionary programs, inflate the subsidy budget authority enacted for CY (the base
year) to calculate the subsidy budget authority for BY through BY+4. The inflator is the annual
adjustment factor for non-pay costs (the gross domestic product chain-type price index) provided in
the economic assumptions for the President's budget that will be submitted for BY.

Sep 2. For mandatory programs, first calculate the subsidy rate as described above under
“presidential policy estimates,” excluding the effects of any legislative proposals. Then multiply the
subsidy rate by the baseline estimate of demand for loans to calculate the subsidy BA.

Sep 3. For any programs with negative subsidies, first calculate the subsidy rate as described above
under “presidential policy estimates,” excluding the effects of any legislative proposals. Then
multiply the subsidy rate by the baseline estimate of demand for loans, constrained by the estimated
limitation, to calculate the amount of offsetting receipts. The limitation should be estimated by
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inflating the CY enacted limitation using the annual adjustment factor for non-pay costs (the gross
domestic product chain-type price index) provided in the economic assumptions for the President’s
budget that will be submitted for BY..

* Sep4. Subsidy outlays for each fiscal year are equal to the subsidy cost for all loans disbursed in
that year, whether the loans or guarantees were obligated or committed in that year or in prior years.
For CY only, the total also includes outlays for reestimates and interest on reestimates. First
calculate outlays expected from disbursements of loans obligated or committed in prior fiscal years;
for example, the subsidy cost of a direct loan obligated in CY that disburses equally over 2 years will
outlay 50 percent in the first year (CY) and 50 percent in the second year (BY). Then add outlays
from disbursements of loans obligated or committed in that year. For CY only, you should also add
outlays for reestimates and (although it is not part of the subsidy as such) add outlays for interest on
reestimates.

85.5 How do | calculatereestimates?
(a) General.

Subsidy reestimates are made on direct loans and loan guarantees that have been disbursed. They are
recorded in the current year column of the budget. (For example, the subsidy for direct or guaranteed loans
disbursed during 1999 would be reestimated during 2000 and would be recorded in the 2000 column of the
FY 2001 Budget.) A closing reestimate should be made once all the loans in the cohort have been repaid or
written off.

Two different types of reestimates are made:

* For differences between interest rate assumptions at the time of formulation (the same assumption
is used at the time of obligation or commitment) and the actual interest rate(s) for the year(s) of
disbursement; and

» For changes in technical assumptions.

Interest rate reestimates of the subsidy cost of a cohort of direct loans or loan guarantees must be made when
a cohort has substantially disbursed (i.e., when at least 90 percent of the direct loans or guaranteed loans have
been disbursed). The computation should be made after the close of the fiscal year in which this criterion
is met, unless a later time within the same fiscal year is approved by the OMB representative with primary
budget responsibility for the credit account. You may calculate interest rate reestimates more frequently than
under this requirement, including a final interest rate reestimate when the cohort has fully disbursed. If you
decide to do so, consult with the OMB representative with primary responsibility for the account.

An interest rate reestimate will be made to adjust the subsidy estimate for the difference between the interest
rates estimated at the time of formulation (the same assumptions are used at the time of obligation or
commitment) and the actual interest rate(s) prevailing during the year(s) of disbursement. To calculate the
size of this effect, all other assumptions (disbursement rates, default rates, etc.) must be identical to those
used to calculate the original subsidy estimate. For those programs with variable interest rate supplements
to the lender or with variable interest rates charged to the borrower, the original cash flow projections are
adjusted to incorporate the actual interest rate(s) prevailing during the year(s) of disbursement and are
subsequently adjusted after the end of each year so long as the loans are outstanding.
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Technical reestimates of the subsidy cost of a cohort of direct loans or loan guarantees must be made after
the close of each fiscal year aslong as the loans are outstanding, unless adifferent plan is approved by the
OMB representative with primary budget responsibility for the credit account. The different plan might be
with regard to thetimewhen reestimates are made within the year or the frequency of reestimates. If the plan
allows reestimates to be made less frequently than every year, it should require reestimates to be made for
any year when any one of the following four conditionsis met:

(1) When required based on periodic schedul es established in coordination with OMB, consistent with
the unique attributes of each program (e.g., initially every two years after the cohort has been
substantially disbursed, then every five years);

(2) When amagjor change in actual versus projected activity is detected (e.g., alarge loan goes into
default or prepays substantially earlier than expected);

(3) When amaterial differenceis detected through monitoring triggers devel oped in coordination with
OMB. Thetriggerswould focus on mgjor data elements (e.g., total projected versustotal actual cohort
collections) rather than in-depth individual cohort analysis. Agencies should focuson afew major [oan
elementsrecognizing therearedifferent key elements applicableto each program and different reporting
problems; and

(4) When acohort is being closed out.

Technical reestimates are made for all changes in assumptions other than interest rates. This type of
reestimate compares the subsidy estimate that already includes any reestimate for actual interest rates with
areestimated subsidy using updated technical information (for defaults, fees, recoveries, etc.) as well as
actual interest rates.

The purpose of technical reestimates is to adjust the subsidy estimate for differences between the original
projection of cash flows (as estimated at obligation) and the amount and timing of cash flows that are
expected based on actual experience, new forecasts about future economic conditions, and other events and
improvementsin the methods used to estimate future cash flows. Because actual cash flowsare experienced
every year and the ability to forecast future years also changes, this reestimate must be done after the end
of every fiscal year aslong as any loans are outstanding (except as provided above).

Reestimates must be made separately for each cohort. If acohort is divided into risk categories, each risk
category within a cohort must be reestimated separately. The reestimate will then be compared with the
previous estimate. For thispurpose, al details of the previous subsidy estimates by risk category should be
retained in program records.

For both interest rate and technical reestimates, you should record reestimatesin the budget whenever they
have been made for thefinancial statements even if they are not otherwise required for the budget under the
criteriaof thischapter (e.g., if interest rate reestimates are made before the cohort i s substantially disbursed,
or if technical reestimates are made more often than under a plan OMB has approved). Whenever
reestimates are made less frequently than every year, the reestimate should cover cumulatively the entire
period since the last reestimate.
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(b) Calculating interest rate reestimates.

Use the following procedures to calculate interest rate reestimates, unless an alternative method has been
approved by OMB.

» Sep 1. Start with the original cash flows used to estimate the subsidy at obligation (on a risk
category basis).

 Sep 2. Reestimate the subsidy rate. For programs that disburse fully in one year, use the actual
average annual interest rate for the year in which the loans were disbursed. For programs that
disburse over more than one year, calculate a weighted average discount rate based on actual annual
interest rates for each year in which loans have disbursed and the original disbursement assumptions.
Use this discount rate to calculate a revised subsidy rate for the entire cohort.

* Sep3. Calculate the percentage point difference between this revised subsidy rate and the subsidy
rate estimated at the time of obligation.

* Sep 4. Multiply the dollar value of actual loan disbursements to date by the percentage point
difference in the subsidy rates. The product is the cumulative interest rate reestimate. Deduct
previous interest rate reestimates (if any) to derive the additional interest subsidy reestimate for the
current year (see (d) below).

The instructions accompanying the OMB subsidy reestimate worksheet provide additional instructions for
calculating interest rate reestimates.

(c) Calculating technical reestimates.

Use the following procedures to calculate technical reestimates, unless an alternative method has been
approved by OMB.

« Sepl. Reestimate the subsidy percentage for each risk category based on actual cash flows to the
date of reestimate and updated expectations of delinquencies, defaults, fees, recoveries, and other
technical conditions (using the same interest rates used for the latest interest rate reestimate, if
applicable).

* Sep2. Calculate the percentage point difference between this revised subsidy rate and the subsidy
rate used at the time of obligation, or, if applicable, the revised subsidy rate calculated in the most
recent interest rate reestimate.

* Sep 3. Multiply the dollar value of actual loan disbursements to date by the percentage point
difference in subsidy rates that was calculated in step 2. The product is the technical reestimate.

The amount calculated in step 3 is the cumulative technical reestimate. Deduct previous reestimates to derive
the additional subsidy reestimate for the current year (see (d) below).

The instructions accompanying the OMB subsidy reestimate worksheet provide additional instructions for
estimating technical reestimates.

304 OMB Circular No. A-11 (2000)



SECTION 85 -- FEDERAL CREDIT

(d) Calculating the total reestimate.

Thetotal reestimateisthe sum of theinterest rate reestimate, if any, and the additional technical reestimate
for the current year. To calculate the total reestimate:

e Sep 1. Add the cumulative interest rate reestimate and the cumulative technical reestimate
calculated in (b) and (c) above.

 Sep 2. Subtract all reestimates (not including interest on reestimates) that have been recorded in
previous budgets and outlays which have been apportioned for credit modifications, as defined by
Section 85.3(n). This remainder is the total reestimate for the current year.

(e) Calculating interest on reestimates.

Interest on reestimates is the amount of interest that would have been earned or paid by each cohort on the
total reestimate, if that reestimate had been included as part of the original subsidy estimate. It is paid on
the amount of the reestimate by the program account (for upward reestimates) or the financing account (for
downward reestimates). The purpose is to put the financing account in the same position as if the subsidy
cost had been estimated in the first place using the information that is incorporated in the reestimate. The
interest rate to calculate the interest on reestimates is the same rate that is used to discount cash flows for the
cohort.

Interest on reestimates is calculated automatically by the OMB subsidy reestimate worksheet. To calculate
the interest on the reestimate:

e Sep 1. Calculate the percentage point difference between the reestimated subsidy rate and the
original subsidy rate used at the time of obligation.

* Sep 2. For each year in which loans were disbursed, multiply the dollar value of actual loan
disbursements by the percentage point difference calculated in step 1. These amounts are the total
subsidy reestimates for each year.

* Sep 3. Calculate the weighted average disbursement interest rate for the cohort. For each year in
which loans were disbursed, multiply the dollar value of actual loan disbursements by the annual
interest rate for that year. Add the results. Divide this amount by total loan disbursements to date.
The resulting rate is used to calculate the interest on reestimates for the cohort.

* Sep4. Calculate interest on reestimates for each of the annual amounts calculated in step 2, using
the weighted average disbursement interest rate calculated in step 3. The interest is compounded
from the year of disbursement to the year for which the reestimate is made. In general, assume that
the subsidy reestimates would have been disbursed in equal amounts throughout the year, so
calculate interest on only half the reestimate in the year it would have been disbursed. This
calculation produces the interest on reestimates for each year of disbursements.

* Sep 5. Add the interest on reestimates for each year of disbursement. This is the interest on
reestimates. These amounts will be recorded in the same way as the total subsidy reestimates except
that they will be recorded as “interest on reestimates of direct loan subsidy” or as “interest on
reestimates of loan guarantee subsidy.”
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(f) Reestimate increases/decreases.

All increases or decreasesin subsidy cost for different risk categories within the same cohort will be netted
against each other; that is, risk categories which require increased subsidies may first draw on the excess
from any risk categories within the cohort where the reestimate shows a subsidy decrease. No such netting
may occur between cohorts.

If the reestimate indicates a net increase in the subsidy cost of the cohort as awhole since the last estimate

or reestimate, an obligation in the amount of the net increase (plus interest) must be recorded against
permanent indefinite budget authority availableto the programaccount for thispurpose. Theobligation must

be recorded separately in the program and financing schedule as “reestimates of direct loan subsidy” or as
“reestimates of loan guarantee subsidy” (and as “interest on reestimates of direct loan subsidy” or as “interest
on reestimates of loan guarantee subsidy”), so that it can be distinguished from obligations for the subsidy
cost of new loans and loan guarantees. An equal amount of outlays from the program account to the
financing account will be recorded when the reestimate is made. The interest rate to calculate the interest
on upward reestimates is the same rate that is used to discount cash flows for the cohort.

When outlays for reestimates are recorded in the credit program account, an equal amount of offsetting
collections will be recorded in the appropriate risk categories in the financing account. In the case of direct
loans, the offsetting collections from the program account, together with repayments from borrowers, will

be used to pay interest and repay principal on borrowing from Treasury and for other expenses. In the case
of loan guarantees, the offsetting collections will be retained as unobligated balances, together with the
unobligated balances of the original subsidy payment, fees, and interest, until needed to pay default claims
and other expenses. Any unused balances of collections due to the reestimate will earn interest at the same
rate as is paid on other funds held by the financing account for the same cohort.

If the reestimate indicates a net decrease in the subsidy cost of the cohort as a whole since the last estimate
or reestimate, there is a downward reestimate. To keep the correct amount of balances in the financing
account, an obligation and a financing disbursement in the amount of the net decrease (plus interest on the
reestimate) must be recorded in the financing account. In the case of direct loans, the obligation will be
financed with authority to borrow from the Treasury. In the case of loan guarantees, the obligation will be
financed with unobligated balances. The obligation will be recorded in the program and financing schedule
as “payment of downward reestimates” (and as “interest on downward reestimates”). The interest rate to
calculate the interest on downward reestimates is the same rate that is used to discount cash flows for the
cohort.

As ageneral rule, the financing disbursement for a downward reestimate (plus interest on the reestimate) will
be made from the financing account to a general fund receipt account (a negative subsidy account)
established for each credit program. The receipts will be recorded as offsetting receipts, which will offset
the total budget authority and outlays of the agency and the budget subfunction of the program.

At the discretion of the OMB representative with primary responsibility for the program, a special fund

receipt account may instead be established. For mandatory programs, downward reestimates (and interest
on reestimates) may be credited directly to the program account as offsetting collections.

306 OMB Circular No. A-11 (2000)



SECTION 85 -- FEDERAL CREDIT

If aspecial fund receipt account isused for the credit program and aready exists, the downward reestimates
and interest on reestimates will be recorded in a subaccount rather than a new special fund receipt account.
Schedule N isrequired for these special funds (see section 86). When aspecial fund receipt account isused,
the receipts from downward reestimates and interest on reestimates, like those from negative subsidies, are
only availablefor obligation to the extent provided in advance in appropriations acts (except for mandatory
programs, where they are immediately available for obligation). The normal provisions still apply:
discretionary appropriations are required for discretionary subsidy costs, modifications, and administrative
costs, mandatory appropriations are available for upward reestimates and mandatory programs.

If the disbursement of reestimates and interest on reestimates is made directly from the financing account
to the program account in a mandatory program, it isimmediately available for obligation.

(g) Closing reestimates.

Agencies will make a closing technical reestimate once all of the loans in a cohort have been either repaid
or written off. Thisreestimate will be based on actual accounting systems data and will be used in closing
the accounting booksfor the cohort. All the proceduresare applied that are described abovefor thetechnical
reestimate and interest on reestimates. Closing entries will be made in the accounting records.

Theincreases or decreasesin subsidy cost for different risk categories within the same cohort will be netted
against each other; that is, risk categories which require increased subsidies may first draw on the excess
from any risk categories within the cohort where the reestimate shows a subsidy decrease. No such netting
may occur between cohorts.

85.6 How do | calculate and record modifications?

When adirect loan or |loan guarantee is modified, directly or indirectly, the subsidy cost of the modification
must be calculated. The subsidy cost calculation will indicate whether the Government action changes the
subsidy cost. If there is no change in cost, there will be no budgetary effect, and nothing needs to be
recorded in the budget. If the modification will increase or decrease the cost, the budgetary effect must be
recorded as described under modification cost increases/decreases below. Additional transfers to or from
the financing account will be required, with the type of transfer depending on whether the modification
affects pre-1992 or post-1991 direct loans and loan guarantees. These additional transfers are described in
separate subsections below. These requirements apply to al modifications, both to pre-1992 and to post-
1991 direct loans (or direct loan obligations) and loan guarantees (or loan guarantee commitments). The
calculations are explained below.

The subsidy cost of the modification is the difference between the estimate of the net present value of the
remaining cash flows assumed for the direct loan or loan guarantee contract before and after the
modification. The estimate of remaining cash flows before modification must be the same as assumed in the
baselinefor the most recent President’sbudget. Theestimate of remai ning cash flowsafter modification must
be the pre-modification cash flows adjusted solely to reflect the effects of the modification.

(a) Estimating the modification subsidy cost.

Thesubsidy cost is cal culated asfollows (where cash flows to the Government have negative signsand cash
flows from the Government have positive signs):
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Sep 1. Estimate the remaining cash flows expected just before the modification under the loan
contract terms assumed in thasbline of the most recent budget submitted to Congress. These
estimates must assume the same deviations (defaults, delinquencies, etc.) from contract terms as
assumed for the risk category in which the loan is classified.

Sep 2. Discount the cash flows estimated in step 1 to the time of the modification using the discount
rates assumed in the economic assumptions for the most recent President’s budget when the loan is
modified. The remaining cash flow feach year (or other time period) of the loan that is being
modified should be discounted using the interest rate on a marketable zero-coupon Treasury security
with the same maturity from the date of modification (not from the date of the original maturity) as
that cash flow.

Sep 3. Estimate the cash flows expected under the modified contract terms. For cash flows
unaffected by the modified contract terms, these estimates must assume the same deviations
(defaults, delinquencies, etc.) from contract terms as assumed for the risk category in which the loan
is classified.

Sep 4. Discount the cash flows estimated in step 3 to the time of the modification using the same
discount rates that are used in step 2. If a loan asset is sold, the amount in this step (minus
appropriate administrative costs) equals the net proceeds from the sale.

Sep 5. Subtract the amount calculated in step 2 from the amount calculated in step 4 to produce the
estimated subsidy cost resulting from the modification.

The results of this calculation will be positive, negative, or zero. A positive estimate indicates that the

Government will incur an additional subsidy cost because of the modification. A negative estimate indicates
that the Government is achieving some savings. A zero estimate indicates that the modification will not
change the subsidy cost.

308

(1) Cost increases. Modifications may be made only to the extent that budget authority for the
additional cost has been provided in advance in an appropriations act and is available in the program
account. At the time that a modification is made, an obligation in the amount of the estimated increase
in subsidy cost will be recorded against budget authority in the program account. At the same time, an
outlay in the amount of the increase in the subsidy cost will be made from the program account to the
appropriate direct loan or guaranteed loan financing account. Simultaneously, an equal amount of
offsetting collections will be recorded in the financing account (line 8800).

In the case oflirect loans, the offsetting collections in the financing accouiit tne credited to the
cohort and risk category of the modified loan and will be used to pay interest and to repay debt owed to
Treasury and for other expenses. In the cadeanfguarantees, the offsetting collections will be

credited to the cohort and risk category of the modified loan guarantee and will be retained as

unobligated balances until needed to pay default claims and other expenses. The additional balances due

to the modification will earn interest at the same rate as is paid on other funds held by the financing
account for the same cohort.

(2) Cost decreases. At the time that a modification is made, an obligation in the amount of the estimated

decrease in subsidy cost will be recorded in the financing account. In the case of a direct loan
modification, the obligation will be recorded against authority to borrow from the Treasury. In the case
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of aloan guarantee, the obligation will be recorded against unobligated balances for the cohort, or if
unaobligated balances are insufficient, against authority to borrow. At the same time, the financing
account will record an equal disbursement to the negative subsidy receipt account established for each
credit program.

(b) Additional financing account transfer sfor modifications of post-1991 direct |oans and loan guar antees.

When apost-1991 direct |oan or loan guaranteeismodified, amodification adj ustment transfer must be made
between the financing account and the general fund. The modification adjustment transfer adjusts for the
disconnect between the interest rate used to calculate the cost of the modification and the interest rate at
which the cohort paysor earnsinterest. The discount rates used to cal cul ate the cost of the modification are
the interest rates in the economic assumptions for the most recent President’s budget when the direct loan
or loan guarantee is modified. In contrast, the cohort borrows or earns interest at the rate applicable when
thedirect |oan or guaranteed loan wasdisbursed. Therefore, if the only transfer made between the financing
account and the general fund was for the change in the subsidy cost, the resources of the financing account
would be out of balance. Either it would have too much or too little resourcesto pay its claimsto the public
or repay its debt to the Treasury.

Thisimbalance is eliminated by a modification adjustment transfer between the financing account and the
genera fund. The transfer is not an outlay or an offsetting collection, because it does not represent a cost
to the Government of theloan or the guarantee. Instead, it isafacilitating adjustment that makes the present
value of the assets and liabilities held by the financing account come out even.

The modification adjustment transfer isthe difference between the present value of the estimated changein
cash flowsdueto themodification, cal cul ated using the discount rates applicablewhen thedirect loan or loan
guarantee is modified, and the present value of the estimated change in cash flows due to the modification,
calculated using the discount rates applicable when the direct |oan or guaranteed loan was disbursed. This
transfer isin addition to the transactions described above. Specifically, it is calculated in the following
further steps:

* Sep6. Take the difference in cash flows due to the modification. This is the amount calculated in
step 1 above minus the amount calculated in step 3 above.

* Sep7. Calculate the present value of this difference using the interest rate at which the cohort pays
or earns interest.

* Sep 8. Subtract the step 5 amount from the step 7 amount. This difference is the modification
adjustment transfer.

The effects of the modification adjustment transfer on the program and financing schedule of a financing
account are summarized below. They distinguish between a loan guarantee and a direct loan and between
which present value of the modified cash flow is higher: the estimate using the current discount rates (i.e.,
the discount rates in the economic assumptions for the most recent President's budget when the direct loan
or loan guarantee is modified) or using the original discount rates (i.e., the discount rate when the direct or
guaranteed loan was disbursed). Depending on which present value is higher, the transfer is made from the
general fund to the financing account or from the financing account to the general fund.
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If the cost of the modification is more when calculated at the current discount rates than at the original
discount rates, the financing account would be over compensated by the subsidy payment for the
modification. Therefore, thefinancing account makesamodification adjustment transfer to thegeneral fund.
This transfer is recorded on line 6927, “Capital transfer to general fund.” The transtlrces the
accompanying transactions with Treasury:

« Ifaloan guarantee is modified, the financing account's offsetting collection for the modification cost
increases the unobligated balance (line 2440). The capital transfer to the general fund reduces the
amount by which the unobligated balance is increased. (The amount of the increase shown on line
2440 is net of the capital transfer). Subsequent interest earnings on the addition to the balance are
lower than they would have been without the capital transfer.

» Ifadirectloan is modified, the financing account's offsetting collection for the modification cost is
used to reduce debt owed to Treasury (line 6947, “Portion applied to debt reduction”). The capital
transfer reduces the amount by which the debt is reduced. (The amount of the increase shown on
line 6847 is net of the capital transfer.) Subsequent interest paid to Treasury is higher than it would
have been without the capital transfer.

* The general fund will collect the modification adjustment transfer in a non-budgetary capital transfer
receipt account. There will be one receipt account to collect the modification adjustment transfers
from all financing accounts.

If the cost of the modification is less when calculated at the current discount rates than at the original
discount rates, the financing account would be under compensated by the subsidy payment for the
modification. Therefore, the financing account receives a modification adjustment transfer from the general
fund, which is recorded in the financing account as a permanent indefinite appropriatioB0(me
“Appropriation (indefinite)”). This transfer produces the accompanying transactions with Treasury:

« Ifaloan guarantee is modified, the financing account's offsetting collection for the modification cost
increases the unobligated balance (line 2440). The modification adjustment transfer also increases
the unobligated balance (line 2440). Subsequentinterest on uninvested funds is higher than it would
have been without the modification adjustment transfer.

» Ifadirect loan is modified, the offsetting collection for the modification cost is used to reduce debt
owed to Treasury (line 6947, “Portion applied to debt reduction”). The modification adjustment
transfer is also used to reduce debt owed to Treasury (line 6047, “Portion applied to debt
reduction”). Subsequent interest paid to Treasury is lower than it would have been without the
modification adjustment transfer.

(c) Additional financing account transfersfor modifications of pre-1992 direct loans and |oan guarantees.

Pre-1992 direct loans and loan guarantees are held in liquidating accounts unless they are modified. When
they are modified, the cost of the modification is estimated and accounted for in the same way as
modifications of post-1991 loans. In addition, there are transactions between the liquidating account and the
financing account that must be recorded. The transactions differ depending on whether the direct loan asset
or the loan guarantee liability is transferred from the liquidating account to the financogntoc
continues to be held by the liquidating account.
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(1) Transfer of asset or liability to financing account. This approach should be used, unlessthe OMB
representative for the credit program approves using the aternative approach (described in (2) below).

At the time of the modification, the direct loan asset or loan guarantee liability will be transferred from
theliquidating account to the financing account, and aone-time adj usting payment will be made between
thetwo accounts. The adjusting payment will equal the estimated net present val ue of the Government’s
remaining cash flows expected just before the modification under the terms assumed in the baseline of
the most recent budget submitted to Congress. The remaining cash flow for each year (or other time
period) should be discounted using the interest rate on amarketabl e zero-coupon Treasury security with
the same maturity from the date of modification asthat cash flow, regardless of the maturity of the loan.
Thisamount is the result of the first two stepsin estimating the subsidy cost of the modification.

Inthe case of adirect |oan modification, the adjusting payment will be made from the financing account
to theliquidating account. The financing account, in effect, buysthe loan from the liquidating account.
An obligation and adisbursement will berecorded in thefinancing account in the amount of the payment
when it is made. The obligation will be recorded on line 0802 in the financing account program and
financing schedule. The financing account will use its collection of the subsidy payment from the
program account plus borrowing from Treasury to make the adjusting payment. Theinterest rate on the
amount borrowed from Treasury will be the same as the rate used to calcul ate the present value of cash
flows under the modified contract. Collectionsfrom the direct loan assetsover their remaining life will
be credited to the financing account and used to pay interest and repay debt owed to Treasury. The
liquidating account will record offsetting collections equal to the adjusting payment, which it will use
to repay debt owed to Treasury or transfer to the general fund as a capital transfer.

In the case of aloan guarantee modification, the adjusting payment will be made from the liquidating
account to the financing account. The liquidating account, in effect, pays the financing account to
assume the loan guarantee liability. Unobligated balances and permanent indefinite appropriations to
the liquidating account will be used to make the payment. Outlays will be recorded in the liquidating
account in the amount of the payment when it is made. The financing account will record an equal
amount of offsetting collections. These collectionswill be combined with the collection of the subsidy
payment from the program account and retained in the financing account as a reserve to pay default
claims and other expenses.

(2) Asset retained by liquidating account. Subject to the approval of the OMB representative for the
credit program, this method can be used if a modification affects alarge number of direct loans or loan
guarantees and it would be less complicated for the liquidating account to retain the assets or liahilities.

In the case of amodification that increases subsidy cost, the liquidating account will collect less from
the public over timeif adirect |oan has been modified and will pay moreto the publicif aloan guarantee
has been modified. The financing account will collect a subsidy payment from the program account
equal to the present value of the change in cash flows to the Government. The financing account will
obligate and disburse the same amount to the liquidating account to compensateit for the reduced asset
or increased liability. Theliquidating account will record offsetting collections, which it will useto pay
current obligations or to repay debt. Any excessat the end of the year will be transferred to the general
fund. Since the program account’s outlays for the subsidy payment will exactly equal the liquidating
account’s collections from the financing account, therewill be no net change in the surplus or deficit for
that year.
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In the case of modifications that decrease subsidy cost, the liquidating account will collect more from
the public over timeif adirect loan has been modified or pay lessto the public if aloan guarantee has
been modified. The liquidating account will use permanent indefinite authority to make a payment to
the financing account equal to the present value of the change in cash flowsin the liquidating account.
Thefinancing account will record offsetting collections, which it will pay to the negative subsidy recei pt
account for the credit program. Since the payment by the liquidating account and the negative subsidy
receipts will be equal, there will be no net change in the surplus or deficit for that year.

(d) Single cohort for modifications of pre-1992 direct loans or loan guarantees.

All modifications of pre-1992 direct loans and |oan guarantees for agiven program will be accounted for in
asingle direct loan cohort or a single loan guarantee cohort.

85.7 What must | know about the sale of delinquent loan assets?

(@) General.

Beginning in FY 1999, credit agencies with over $100 million in loan assets are expected to sell delinquent
loan assets that meet the criteria described in (b). This appliesto loan assets held by both liquidating and
financing accounts. The cash flows used to calculate the baseline subsidy rates for existing cohorts should
be adjusted to reflect this policy, as should the cash flows used to estimate the subsidy rates for future
cohorts. Modifications of this policy that increase the cost will have to be covered by appropriations of
subsidy budget authority. Differences between the estimated and actual sale proceeds due to market
conditions will be treated as reestimates.

(b) Loan asset sale criteria.

Loan assets that are more than one year delinquent should be sold, except for the following categories of
loans:

* Loans to foreign countries or entities;

* Loansin structured forbearance, when conversion to repayment status is expected within 12 months
or after statutory requirements are met;

» Loans that are written off as unenforceable due to death, disability, or bankruptcy;

* Loans that have been submitted to Treasury for offset and are expected to be extinguished within
three years; and

* Loans in adjudication or foreclosure.

Agencies should consult the OMB representative with primary responsibility for the account to determine
which loan assets meet these criteria.
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(c) Justification for non-compliance.

If an agency can demonstrate that the present value of cash flows associated with continued Government
ownership of theloan assetswould exceed the expected sal e proceeds, the agency may not berequired to sell
theloan assets. Also, if thereisaserious conflict between selling delinquent |oan assets and Administration
policy for the program, and the agency can justify to the satisfaction of their OMB representative that the
sale policy cannot be reconciled with the program policy, the agency may not be required to sell the loan
assets. Agencies should consult with the OMB representative with primary responsibility for the program
if they believe either of these tests would be met.

(d) Cost of loan asset sales.

If the cash flows for existing loans do not incorporate an explicit assumption about the sale of delinquent
loan assets, the sale is amodification, whether the loan assets are held by financing accounts or liquidating
accounts. Otherwise, the saleis part of the subsidy estimates for Presidential policy and the baseline, and
differences between the estimated and actual sale proceeds are a reestimate.

If the sale is a modification, the cost would equal the difference between the net sale proceeds and the
estimated value to the Government, on a present value basis, of continuing to own the loan asset (the “hold
value”).

The modification cost of multiple sales with closing dates in the same fiscal year is the sum of the cost or
saving calculated for each sale of loans within the same cohort or risk category. The closing date of a sale
is the date on which the seller and the buyer(s) close the transaction and title of the assets legally transfer to
the buyer(s). Therefore, for loans within the same cohort or risk category, a modification cost for one sale
can be offset by a modification saving for a different sale within the same fiscal year. For sales that include
loans from more than one cohort or risk category, a single modification cost or savings is first calculated for
all of the loans sold, and the cost or savings is subdivided among each of the cohorts or risk categories.

Loan assets that are sold with recourse are treated as a combination of a sale without recourse and a new loan
guarantee. The cost of the provision for recourse is estimated separately from the cost of the loan asset sale,
and the subsidy for its cost, as well as the cost of the implicit loan sale without recourse, must be
appropriated in advance of the sale. Sales with recourse are not permitted except where they are specifically
authorized by statute.

If the Government takes an equity stake (or participation) in the cash flow of the sold assets, such as a joint
venture or equity-held sale, the net sale proceeds equal the actual cash proceeds plus an estimate of the
present value of the proceeds from the Government's equity position, net of any transaction costs.

You may pay certain direct costs of loan asset sales from the gross proceeds of those sales. In general, the
guidelines for whether an expense should be paid from the administrative expense appropriation or from
asset sale proceeds are similar to those for determining whether an expense should be paid from the
administrative expense appropriation to the program account or from the financing account (see section
85.3(a)). Generally, costs that may be paid from proceeds include:

e Underwriting;

* Rating agency;
* Due diligence;
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e Legal; and
* Transaction financial advisory fees.

These costs are part of the cash flows used to calculate net sale proceeds to determine the modification cost
of the sale (if the sale constitutes a modification) or to reestimate the subsidy cost on a cohort in which loan
assets have been sold (if the sale is not a modification).

The costs of Government personnel, travel, computer systems, etc. associated with the development and
execution of a loan asset sales program, as well as the cost of any contracts for asset sale program financial
advisory services, should be paid from the agency’s administrative expense appropriation. Questions about

whether a specific cost should be paid from the administrative expense appropriation or sale proceeds should

be directed to OMB.

(e) OMB review of sales.
No sale may occur without the approval of the OMB examiner. After identifying loans that meet the criteria
described in (b), agencies must develop a plan for selling these loans in consultation with their OMB
examiner. In addition, at least 30 calendar days prior to the scheduled final bid day (the date on which a
buyer may submit a bid to the seller), the agency must submit for approval to the OMB representative with
primary responsibility for the program the following information:

e The expected date of sale;

* A description of the loans to be sold (including balances, business program under which the loans
were originated, and current payment status);

* The estimated hold value, with relevant supporting documents and analysis;
* The estimated net sale proceeds, with relevant supporting documents and analysis;
* The estimated modification cost, whether positive, negative, or zero; and

* An evaluation of relevant previous asset sales, including the hold values, net sale proceeds, and
positive/negative subsidy generated from each, if applicable.

Three weeks after the sale, an agency must advise the OMB examiner of the actual amount of the proceeds
realized from the sale and the actual amount of the transaction costs that were paid from the proceeds.

85.8 What arethereporting requirementsfor credit accounts?

Each program making post-1991 direct loans or loan guarantees will have at least two and as many as five
types of accounts, even if the Administration is proposing to terminate the program:

e A program account;

« Afinancing account for direct loan obligations, if any;

« Afinancing account for loan guarantee commitments, if any;

» A negative subsidy receipt account for negative subsidies and downward reestimates, if any; and
+ Aliquidating account for pre-1992 direct loans and loan guarantees, if any.
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Generally, the print materials and MA X schedules required for credit program, financing, liquidating, and
negative subsidy receipt accountsarelisted below. Referencesto applicableA-11 sectionsareal so provided.

SUMMARY OF REQUIREMENTS

Requirement Program Financing Liquidating Receipt

Appropriations language v

Narrative statement (section 97) v v v

Schedule P (PY-BY) (section 82) v 4 4

Schedule O (PY-BY) (section 83) v v

Schedule N (PY-BY) (section 86) v

Schedule U (PY-BY) (section 85) v

Schedule A (PY-BY +9) (section 81) v v

Schedule S (CY-BY +9) (section 81) v v

Schedule C (PY-BY) (section 84) v 4

Schedule H (PY-BY +4) (section 85) v v

Schedule G (PY-BY +4) (section 85) v v

Schedule R (PY-BY +9) (section 81) v
Schedule K (PY-BY +9) (section 81) v
Schedule Y (CY-BY +4) (section 85) v v

Schedule F (PY-BY) (section 86) v 4

Schedule E (PY-BY)) (section 86) v

Separate schedules are required for supplemental requests and proposed legidation items. These schedules
show the effect of the supplemental request or proposed legislation on the information presented in the
regular schedules for the program.

A written justification is required for all new credit programs or credit programs requiring reauthorization.
Thejustification must address the Federal credit policiesand guidelines contained in OMB Circular No. A-
129.

85.9 What do | report for program accounts?
Program accounts are required for post-1991 direct loan obligations or |oan guarantee commitments and for
modifications of pre-1992 direct loans and loan guarantees. They record budget authority, obligations, and

outlays for subsidy costs and the administrative expenses of a credit program (including administrative
expenses for pre-1992 direct loans and loan guarantees). In most cases, current, definite budget authority
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is provided in appropriation acts for subsidy payments (except for entitlements, which have permanent
indefinite budget authority) and administrative expenses. Permanent indefinite authority is available for
reestimates and interest on reestimates.

(@) Program and financing schedule (schedule P).

Use the following line number scheme in the “obligations by program activity” section of the program and
financing schedule (see exhibit 85A):

Line number Description

OBLIGATIONS BY PROGRAM ACTIVITY:

0001 Direct loan subsidy

0002 L oan guarantee subsidy

0003 Subsidy for modifications of direct loans

0004 Subsidy for modifications of loan guarantees
0005 Reestimates of direct |oan subsidy

0006 Interest on reestimates of direct |oan subsidy
0007 Reestimates of |oan guarantee subsidy

0008 Interest on reestimates of |oan guarantee subsidy
0009 Administrative expenses

(b) Object classification (schedule O).

Record all direct expenses in the appropriate object class. For administrative expenses transferred to a
salaries and expenses account, use object class 25.3, "Purchases of goods and services from Government
accounts." In the salaries and expenses account receiving the transfer, record reimbursable obligations for
administrative expenses using a "2" as the first digit of the line number. (See section 83 for more information
about the classification of reimbursable programs in the object class schedule.)

(c) Loan levelsand subsidy (schedule U).

Prepare a schedule of loan levels (see exhibit 85B), subsidy budget authority, subsidy rate, and subsidy
outlays for each program account. These data are displayed by program or by program and risk category.
The titles of the stub entries can be tailored to identify the program to which each entry belongs. Note that
some entries are reported by cohort while others are reported for combined cohorts. The data on outlays for
each fiscal year will refer to the subsidy outlays for the entire program or risk category in that fiscal year,
whether the loans were obligated or committed in that year or prior years, and reestimates. Consequently,
data on subsidy outlays will not equal the amount of subsidy outlays that could be calculated using the data
on loan levels and subsidy rates. Although no outyear data are collected in schedule U, you may be required
to provide outyear data by your OMB representative.
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Use the entries in the following table to prepare schedule U. MAX will automatically generate the line

entries indicated in boldface.

DATA REQUIREMENTSFOR SCHEDULE U

Entry

Description

Direct loan levels supportable by
subsidy budget authority:

1150 Direct loan levels

1159 Total direct loan levels

Report lines 1150-1339 by cohort.

Equals the amount of direct loans that can be obligated with the
amount of new subsidy budget authority requested or provided in
that year. Include loan volume reestimates, if any, in PY. Do not
include proceeds from asset sales. Do not report the unused portion
of multi-year loan limitations that are carried forward. In the CY and
PY, loan levels do not have to equal enacted loan limitations, as
Congress may enact limitations that are not achievable with the
subsidy budget authority provided. However, in the BY, loan levels
supportable by the subsidy requested must equal the direct loan
limitation. For discretionary programs, direct loan limitations are
also reported in schedule A in program accounts on line 7007 and in
schedule G in direct loan financing accounts on line 1111. For
mandatory programs, only line 1131 in schedule G in the financing
account isrequired. These data are required even if the subsidy rate
iS zero or negative.

The sum of al lines 1150.

Direct loan subsidy (in percent):

1320 Subsidy rate

1329 Weighted average subsidy rate

The 1320 data line series presents data in percentages on the subsidy
costs inherent in making a cohort of direct loans. In the PY column,
the rate should be the reestimated subsidy. In the CY column use the
budget execution rate. Note that the subsidy rate (in percent) must
be rounded to the nearest hundredth of one percent and entered into
MAX without decimal points. For example, enter 50.503 as 5050,
5.05 percent as 505 and 0.5 percent as 50. Amounts should be
shown, even if zero or negative.

The disbursement weighted average sum of al lines 1320 above.
For non-zero transmittal codes, thisis the change to the subsidy
rates reported under transmittal code zero, not the new rates.

Direct loan subsidy budget authority:

1330 Subsidy budget authority

OMB Circular No. A-11 (2000)

The 1330 data line series presents datain dollars on the subsidy
costs inherent in making direct loans. It will not include unobligated
balances eligible to be carried forward. In the PY column, the
amount will include last year's reestimates of the subsidy. In the CY
column, the amount will equal the amount appropriated for
subsidies plus reestimates. In both the PY and CY, amounts for
reestimates should be shown on a separate line 1330 immediately
preceding the total line 1339. The BY column will show the
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Entry

Description

1339 Total subsidy budget
authority

reguested subsidy amount and must agree with amountsin
appropriations language. Report even if the subsidy is negative.

The sum of al lines 1330 above.

Direct loan subsidy outlays:
1340 Subsidy outlays

1349 Total subsidy outlays

Report line 1340 for all cohorts.

The 1340 data line series presents data on the amount of subsidy
disbursed in agiven year. An outlay will be recorded in the program
account at the time of disbursement of the loan to the borrower.
Both outlays from new budget authority and outlays from balances
are reported on this line. These amounts should equal line 8800
(offsetting collections (cash) from Federal sources) in schedule P of
the financing account. Include reestimates in the PY and CY..
Amounts for reestimates should be shown on a separate line 1340
immediately preceding the total line 1349. Report even if the
subsidy is negative.

The sum of al lines 1340 above.

Guaranteed loan levels supportable by
subsidy budget authority:

2150 Loan guarantee levels

2159 Total loan guarantee levels

Report lines 2150-2330 by cohort.

Equals the full principal amount, not just the portion guaranteed by
the Government, of guaranteed loans that can be committed with the
amount of new subsidy budget authority requested or provided in
that year. Include loan volume reestimates, if any, in PY. Do not
include proceeds from asset sales. Do not report the unused portion
of multi-year loan guarantee limitations that are carried forward. In
the PY and CY, loan levels do not have to equal enacted loan
guarantee limitations, as Congress may enact limitations that are not
achievable with the subsidy budget authority provided. However, in
the BY, loan levels supportable by the

subsidy must equal the guaranteed loan limitation. For discretionary
programs, guaranteed loan limitations are a so reported in schedule
A in program accounts on line 7008, and in schedule H in
guaranteed loan financing accounts on line 2111. For mandatory
programs, only line 2131 in schedule H in the financing account is
required. These data are required even if the subsidy rate is zero or
negative.

The sum of al lines 2150.

Guaranteed loan subsidy (in percent):

2320 Subsidy rate
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The 2320 data line series presents data on the subsidy costs inherent
in making a cohort of guaranteed loans. In the PY, the rate should
be the reestimated subsidy. In the CY column use the budget
execution rate. Note that the subsidy rate (in percent) must be
rounded to the nearest hundredth of one percent and entered into
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Entry

Description

2329 Weighted average subsidy rate

MAX without decimal points. For example, 50.503 percent will be
entered as 5050, 5.05 percent as 505, and 0.5 percent as 50.
Amounts should be shown, even if zero or negative.

The disbursement weighted average sum of al lines 2320 above.
For non-zero transmittal codes, thisis the change to the subsidy
rates reported under transmittal code zero, not the new rates.

Guaranteed loan subsidy budget
authority:

2330 Subsidy budget authority

2339 Total subsidy budget authority

The 2330 data line series presents datain dollars on the subsidy
costs inherent in making a cohort of guaranteed loans. It will not
include unobligated balances eligible to be carried forward. In the
PY column, the amount will include last year's reestimates of the
subsidy. In the CY column, the amount will equal the amount
appropriated for subsidies plus reestimates. In both the PY and CY,
amounts for reestimates should be shown on a separate line 2330
immediately preceding the total line 2339. The BY column will
show the requested subsidy amount and must agree with amountsin
appropriations language. Report even if the subsidy is zero or
negative.

The sum of all lines 2330 above.

Guaranteed loan subsidy outlays:
2340 Subsidy outlays

2349 Total subsidy outlays

Report line 2340 for all cohorts.

The 2340 data line series presents data on the amount of subsidy
disbursed in agiven year. An outlay will be recorded in the program
account at the time the lender disburses the loan to the borrower.
Both outlays from new budget authority and outlays from balances
are reported on this line. These amounts should equal line 8800
(offsetting collections (cash) from Federal sources) in schedule P of
the financing account. Include reestimates in the PY and CY..
Amounts for reestimates should be shown on a separate line 2340
immediately preceding the total line 2349. Report even if the
subsidy is negative.

The sum of al lines 2340 above.

Administrative expense data:

3510 Budget authority

3580 Outlays from balances

3590 Outlays from new authority

Report lines 3510-3590 for all program accounts.

Budget authority provided or requested for administrative expenses
for both direct and guaranteed loan programs.

Outlays for administrative expenses from prior year obligated
balances.

Outlays for administrative expenses from new budget authority.
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85.10 What do | report for financing accounts?

Financing accountsrecord the cash flows associated with post-1991 direct |oan obligationsor |oan guarantee
commitments and for modifications of all direct loans and loan guarantees. These cash flowsinclude loan
disbursements, payments for guarantee claims, principal repayments, interest received from borrowers,
interest paid on borrowing, interest earned on uninvested funds, interest supplements, and feesand premiums
received. Separatefinancing accountsare used for direct |oan obligationsand |oan guarantee commitments.

(@) Program and financing schedules (schedule P)

Thefollowing lines are typically used in schedule P for financing accounts (see exhibits 85C and 85F):

SELECTED P& F ENTRIESIN FINANCING ACCOUNTS

Entry

Description

Obligations by program activity:
Stub entries should describe the
transactions reported below.

Obligations for post-1991 direct loan disbursements (equal to face
value), default claims on post-1991 |oan guarantees, interest
supplements to lenders, interest on debt owed to Treasury

0001-0009 (calculated at the same rate as the discount rate for the cohort). A
spreadsheet is available from OMB to calculate interest expense.

0801 Obligations for negative subsidies to be paid to the negative
subsidy receipt account for the credit program.

0802 Obligations for downward reestimates of the subsidy to be paid to
the negative subsidy receipt account for the credit program.

0803 Obligations for payments to purchase liquidating account loan
assets or to reimburse the liquidating account for modification cost
increases for pre-1992 direct loans and loan guarantees.

0804 Obligations for interest on the downward reestimate to be paid to

the negative subsidy receipt account for the credit program.

New financing authority (gross), detail:

6005 Appropriation (indefinite)

6715 Authority to borrow (indefinite)

6900 Offsetting collections (cash)

6910 Change in uncollected customer
payments from program account
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Amount of authority becoming available as aresult of a
modification adjustment transfer from the general fund in the event
that the modification cost estimate under compensated the
financing account.

Financing authority (authority to borrow, indefinite) to borrow
from Treasury for the part of direct loans not financed by subsidy
and fees, and for any default claims that cannot be paid by
unobligated balances.

Amount of offsetting collections (cash) credited to the account and
refunds that pertain to obligations recorded in prior years.

Change in receivables from program account for direct loan
subsidy (difference between line 7295 and line 7495). Report
increases as positive entries; report decreases as negative entries.
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Entry

Description

6927 Capital transfer to general fund

Used for modification adjustment transfer to the general fund in
the event that the modification cost estimate over compensated the
financing account.

Change in unpaid obligations:
7240 Unpaid obligations, start of year

7295 Uncollected customer payments
from program account, start of year

7440 Unpaid obligations, end of year

7495 Uncollected customer payments
from program account, end of year

Portion of start of year unpaid obligations that represent
undisbursed direct |oan obligations.

Subsidies receivable from program account, start of year.

Portion of end of year unpaid obligations that represent
undisbursed direct |oan obligations.

Subsidies receivable from program account, end of year.

Offsets:
8800 Federal sources

8825 Interest on uninvested funds

8840 Non-Federal sources

Collections of subsidy payments and upward reestimates from
program accounts, certain modification adjustment transfers from
the general fund, and adjusting payments from liquidating accounts
for pre-1992 direct loans and loan guarantees.

Caollections of interest on uninvested funds. A spreadshest is
available from OMB to calculate interest earned.

Caollections of principal repayments and interest payments on direct
loans by borrowers, collections on defaulted direct loans or
guaranteed loans, fees or premiums paid by non-federal lenders or
borrowers, prepayments of direct loans, and proceeds from the sale
of direct loans or collateral.

(b) Direct loan data (schedule G).

Prepare a Status of direct loans schedule (Schedule G) for al liquidating accounts and all direct loan
financing accounts (see exhibits 85D and 85J). Each line entry is described in the table below. MAX will
automatically generate the line entries indicated in boldface.

Lines 1111-1150 show data on an agency'’s direct loan obligations as they relate to enacted or proposed
limitations. Lines 1210-1264 show balances and changes in balances of direct loans outstanding and are
applicableto both liquidating and direct loan financing accounts. Theselinesrecord the cumulative balance
of direct loans disbursed, less various kinds of repayments plus or minus other adjustments.

DATA REQUIREMENTSFOR SCHEDULE G

Entry

Description

Position with respect to appropriations

act limitation on obligations:

OMB Circular No. A-11 (2000)
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Entry

Description

1111 Limitation on direct loans

1112 Unobligated direct loan
limitation (-)

1113 Unobligated limitation carried
forward (P.L. xx)

1131 Direct loan obligations exempt
from limitation

1150 Total direct loan obligations

Amount of limitation enacted or proposed to be enacted in
appropriations acts. For discretionary programs, this amount should
be consistent with line 1159 in schedule U. So long as any entry
appears on lines 1111 through 1131, thisline should remain in
MAX and will be listed in the stub column even if no amounts are
shown.

Amount of limitation enacted in appropriations acts that is not
obligated in the year it is enacted. Include both amounts that lapse
and multi-year limitation amounts that can be carried forward in a
future fiscal year (seeline 1113). Usein past and current years
only, unless specifically approved by OMB.

Amount of multi-year limitation enacted in a prior year
appropriations act that was not obligated and is carried forward and
used in a subsequent year.

Amount of obligations for direct loans to the public not subject to a
specific limitation in appropriations acts.

The sum of lines 1111 through 1131. Thisisthe direct loan portion
of the credit budget. Thisamount should be consistent with direct
loan obligations recorded in the program and financing schedule of
the financing account.

These data should be provided for
liquidating and direct loan financing
accounts.

Cumulative balance of direct loans
outstanding:

1210 Qutstanding, start of year

Provide lines 1210-1290 for liquidating and direct loan financing
accounts.

Amount of direct loan principal outstanding at the beginning of the
year.

Disbursements:

1231 Direct loan disbursements

1232 Purchase of |oan assets from the
public

1233 Purchase of loan assets from a
liquidating account

Amounts of disbursements of principal for direct loans. This does
not include amounts shown separately in line 1232. In the
liquidating account, this entry will include loans disbursed by the
FFB.

Amount of loans purchased or repurchased by the account from
non-Federal lenders.

Amount of direct loan assets transferred from liquidating account to
afinancing account as aresult of aloan modification.

Repayments:

322

These entries must agree with amounts included for these
transactions on line 8840 (offsetting collections from non-Federal
sources) of the program and financing schedul e for the account.
The proceeds from discounted prepayment programs that were part
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Entry

Description

of aloan asset sales program should be recorded together with the
proceeds from loan asset sales to the public (line 1253). The
discount (i.e., the difference between the face value of the loan and
the proceeds received from discounted prepayments) should be
recorded together with the discount on loan asset sales to the public
(line 1262).

1251 Repayments and prepayments (-)

1252 Proceeds from |loan asset salesto
the public or discounted prepayments
without recourse (-)

1253 Proceeds from loan asset sales to
the public with recourse (-)

Amount of principal repayments or prepayments. In the liquidating
account, this entry will include repayments on loans disbursed by
the FFB.

Amount of gross proceeds received from the non-recourse sale of
loans to non-Federal buyers or the discounted |oan prepayments that
were part of aloan asset sales program.

Amount of gross proceeds received from the sale of loans to non-
Federal buyers when loans are sold with recourse to the Federal
Government. The full principal of the loansis scored as a new
guaranteed loan commitment (line 2132). The amount of new
budget authority resulting from the sale should equal the amount on
line 6400 of the program and financing schedule.

Adjustments:

1261 Capitalized interest (+)

1262 Discount on loan asset salesto
the public or discounted prepayments
)

Amount of interest due at the end of the year that is capitalized as
part of the existing loan principal.

Difference between the face value of the loan and the proceeds
received by the account from the sales of loans to non-Federal
buyers or discounted |oan prepayments that were part of aloan asset
sales program.

Write-offs for default:

1263 Direct loans (-)

1264 Other adjustments, net (+ or -)

1290 Outstanding, end of year

Net financing disbursements

OMB Circular No. A-11 (2000)

Amount of direct loan principal reduced by write-offs for defaults.
This line should only be used to indicate write-offs of |oans that
were initiated as direct loans. (Refer to the definitions for write-offs
in OMB Circular No. A-129.)

Proceeds from the sale of collateral acquired from the foreclosure of
direct loans; amount of principal repayments waived as provided by
statute, in the event of certain specified contingencies; outstanding
balances of loans transferred to or received from other accounts;
amount of principal reduced or increased for other reasons. When
thislineis used, the nature of the adjustment must be explained in a
footnote.

Amount of direct loan principal outstanding at the end of the year.
The sum of lines 1210 through 1264.

Provide line 6300 for direct loan financing accounts only. See
section 85.10(d).
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Entry Description

6300 Net financing disbursements Analogous to net outlays in budgetary accounts reported on line

9000 of the program and financing schedule.

Note: Line 6300 does not print in the Appendix but is used by OMB for analytical and reporting purposes.
(c) Guaranteed loan data (schedule H).

PrepareaStatusof Guaranteed L oans(scheduleH) for all liquidating and guaranteed | oan financing accounts
(see exhibits 85G and 85K). Report the full principal amounts of |oans guaranteed, whether guaranteed in
full or in part. Report principal only, even if the guarantee covers both the principal and interest. Do not
count agency guarantees of |oans disbursed by the FFB as guaranteed |oans; treat such loans as direct loans
of your agency financed by the FFB.

Each line entry isdescribed in the table below. MAX will automatically generate the line entriesindicated

in boldface.

DATA REQUIREMENTSFOR SCHEDULEH

Entry

Description

Position with respect to
appropriations act limitation on
commitments:

2111 Limitation on guaranteed loans
made by private lenders

2112 Uncommitted loan guarantee
limitation

2113 Uncommitted limitation carried
forward (P.L. xx)

2131 Guaranteed loan commitments
exempt from limitation

2132 Guaranteed loan commitments
for loan asset salesto the public with
recourse

324

Provide lines 2111-2199 for guaranteed loan financing accounts only.

Amount of limitation enacted or proposed to be enacted in
appropriations acts on full principal of commitments to guarantee
loans by private lenders. For discretionary programs, thislineis equal
to line 2159 in schedule U. So long as any entry appears on lines
2111 through 2132, this line should remain in MAX and will be listed
in the stub column even if no amounts are shown.

Amount of limitation enacted in appropriations acts on full principal
of commitments to guarantee loans by private lenders that is not
committed in the year it is enacted. Includes both amounts that expire
and multi-year limitation amounts that can be carried forward in a
future fiscal year (seeline 2113). Usein past and current years only,
unless specifically approved by OMB.

Amount of multi-year limitation enacted in a prior year appropriations
act that was not committed and is carried forward and used in a
subsequent year.

Amount of full principal of commitments to guarantee |oans by
private lenders that is not subject to limitation.

Amount of full principal of guaranteed loan commitments made as a
result of selling direct loans to non-Federal buyers with recourse to
the Federal Government.

OMB Circular No. A-11 (2000)
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Entry

Description

2150 Total guaranteed loan
commitments

The sum of lines 2111 through 2132. This is the guaranteed loan
portion of the credit budget.

Memorandum:
2199 Guaranteed amount of
guaranteed loan commitments

Amount of maximum potential Federal liability for the guaranteed
loan principal associated with line 2150. To the extent the guarantee
covers both principal and interest, this amount must exclude interest.
This entry is required even though the amount may be the same asin
line 2150.

Cumulative balance of guaranteed
loans outstanding:

2210 Outstanding, start of year

Provide lines 2210-2390 for liquidating and guaranteed loan
financing accounts.

Amount of guaranteed loan principal outstanding at the beginning of
the year.

Disbursements:

2231 Disbursements of new
guaranteed loans

2232 Guarantees of loans sold to the
public with recourse

2251 Repayments and prepayments
()

Amount of guaranteed loan principal disbursed.

Face value amount of guaranteed loan principal of loans sold to non-
Federal buyers with recourse to the Federal Government.

Amount of principal repayments and prepayments.

Adjustments:

2261 Terminations for default that
result in loans receivable (-)

2262 Terminations for default that
result in acquisition of property (-)

2263 Terminations for default that
result in claim payments (-)

2264 Other adjustments, net (+ or -)

2290 Outstanding, end of year

Amount of loan principal reduced by terminations for default that
subsequently become aloans receivable in which the formerly
guaranteed borrower owes the agency for the amount of claims paid
as aresult of the borrower’s defaullt.

Amount of loan principal reduced by terminations for default that
lead to the acquisition of property by the agency.

Amount of loan principal reduced by terminations for default that
lead to claim payments by the agency that result in neither aloan
receivable nor the acquisition of property.

Amount of loan principal reduced or increased for reasons other than
those covered by the lines listed above; outstanding principal balances
of guaranteed loans transferred to or received from other accounts.
When thislineis used, the nature of the adjustment must be explained
in afootnote.

Amount of guaranteed loan principal outstanding at the end of the
year. The sum of lines 2210 through 2264.

Memorandum:

2299 Guaranteed amount of
guaranteed |oans outstanding, end of
year

OMB Circular No. A-11 (2000)

Amount of maximum potential Federal liability for the guaranteed
loan principal associated with line 2290. To the extent the guarantee
covers both principal and interest, this amount must exclude interest.
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Entry

Description

Thisentry is required even though the amount may be the same asin
line 2290.

Addendum: Cumulative balance of
defaulted guaranteed loans that
resultsin loans receivable:

2310 Outstanding, start of year

2331 Dishursements for guaranteed
loan claims

Amount of defaulted guaranteed loans that resulted in the acquisition
of aloan receivable outstanding at the beginning of the year.

Amount of disbursements for acquisition of defaulted |oans that were
previously guaranteed and result in loans receivable, where the

borrower owes the account for the disbursement. These
disbursements include past due interest amounts that were paid under
the terms of the loan guarantee, if such amounts were capitalized as
part of the loan principal.

2351 Repayments of loans
receivable (-)

Proceeds received by the account from the settlement of claimson
defaulted guaranteed loans that resulted in loans receivable to be
applied to the reduction of the loans receivable outstanding. Exclude
any premium realized.

2361 Write-offs of loans receivable Amount of loans receivable written-off for default that were initiated

O] as guaranteed loans but were subsequently acquired as loans
receivable. (Refer to the definitions for write-offs provided in OMB
Circular No. A-129.)

2364 Other adjustments, net (+ or -) Amount of loans receivable reduced or increased for reasons other
than those covered by the lines listed above. When thislineis used,

the nature of the adjustment must be explained in afootnote.

2390 Outstanding, end of year Amount of defaulted guaranteed loans that resulted in loans
receivable outstanding at the end of the year. The sum of lines 2310

through 2364.

Net financing disbursements: Provide line 6300 for guaranteed |oan financing accounts only. See

section 85.10(d).

6300 Net financing disbursements Analogous to net outlays in budgetary accounts reported on line 9000
of the program and financing schedule.

Note: Line 6300 does not print in the Appendix but is used by OMB for reporting and analytical purposes.

(d) Agency debt held by the FFB and net financing disbursements (schedules Y, G, and H).

Baseline data on debt owed to the FFB must be reported by all financing and liquidating accounts and by
programs that are not covered by the FCRA, such as the Tennessee Valley Authority and Federal Deposit
Insurance Corporation (which assumed the responsibilities of the Resolution Trust Corporation). Prior to
enactment of the Gramm-Rudman-Hollings Act, when the FFB was off-budget, it had three types of
transactions. With the enactment of the Gramm-Rudman-Hollings law, the distinctions disappeared for
budgetary purposes. Now, all FFB transactions are treated as means of financing to the agencies. In order
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to track old and new transactions, the lines should be coded with atwo-digit suffix asfollows, to identify the
transactions:

* .01 FFB loan originations;
« .02 Sale of loan assets to the FFB; and
* .03 Sale of debt securities to the FFB.

Report this data on the 3300 data line series in schedule Y (PY through BY+4). No policy estimates are
required.

Baseline and policy data ot financing disbursements must be reported. “Net financing disbursements”
correspond to “net outlays” reported on line 9000 in schedule P of the program account. Rather than total
outlays (gross) less total offsetting collections, net financing disbursements consist of total financing
disbursements (gross) less total offsetting collections in the financing account. In PY through BY, these
amounts should equal the amount reported on line 9000 in schedule P of the financing account. These data
are needed to estimate Federal borrowing and interest on the public debt.

Report this data on line 6300 of schedule G or H (PY through BY+4) for policy estimates and schedule Y
for baseline estimates. Schedule Y only collects baseline net financing disbursement data for financing
accounts.

DATA REQUIREMENTSFOR SCHEDULE Y

Entry Description

Agency debt held by the FFB Provide lines 3310-3390 for liquidating and direct and guaranteed
loan financing accounts.

3310 Outstanding agency debt, start Amount of agency debt issues held by FFB at the beginning of the

of year year.

3330 New agency borrowing Amount of new borrowing from FFB.

3350 Repayments and prepayments Amount of repayments made to FFB.

)

3390 Outstanding agency debt, Amount of agency debt issued held by FFB at the end of the year.

end of year The sum of lines 3310 through 3350.

Net financing disbursements: Provide line 6300 for direct and guaranteed loan financing accounts
only.

6300 Net financing disbursements Analogous to net outlays in budgetary accounts reported on line 9000

of the program and financing schedule.
Note: Lines 3310-6300 do not print in the Appendix but are used by OMB for reporting and analytical purposes.

85.11 What do | report for liquidating accounts?

Reporting requirements for liquidating accounts are discussed in sections 85.8, 883.a@(;), and
85.10(d). lllustrations of typical liquidating account status of direct and guaranteed loans schedules can be
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found at exhibits 85J and 85K. An illustration of a typical liquidating account program and financing
schedule can be found at exhibit 85I.

85.12 What do | report for receipt accounts?

Negative subsidy receipt accounts record receipts of amounts paid from the financing account when there
isanegative subsidy or downward reestimate. Usually, they are general fund receipt accounts, but with the
permission of the OMB representative for the account, they can be special fund receipt accounts. If the

program is discretionary, report negative subsidies as “discretionary.” If the program is mandatory, report
negative subsidies as “mandatory.” Report downward reestimates for all credit programs as “mandatory,
authorizing committee” in schedules R and K (see section 81.3).
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EXHIBIT 85A

Program and Financing Schedule
Program Account (Schedule P)

Program and Financing (in millions of dollars)

Identification code 83-0100-0-1-155 PY act. CY est. BY est.
Obligations by program activity:

00.01 Direct 10an SUDSIAY........cuveiiniiiie e, 39 32 29

00.02 Guaranteed [0an SUDSIAY..........ocveeieriiiiie e, 107 110 115

00.03  Subsidy for modifications of direct loans............ccc.c.vn ..

00.04  Subsidy for modifications of guaranteed loans....................

00.05  Reestimates of direct loan subsidy..............cccoeoiieiininne Use these designated lines
00.06  Interest on reestimates of direct loan subsidy...........cc.ccuee.... where appropriate.
00.07  Reestimates of guaranteed loan subsidy...........ccoceevrrueuenne.

00.08 Interest on reestimates of guaranteed loan subsidy.................

00.09 AdMINiStrative EXPENSES. .. ... .cuvvuene et eeteiieereeeeie e eeeen 19 18 17

Budgetary resour ces available for obligation:

Shaded entries are
automatically
calculated by MAX.

22.00 New budget authority (gross).......c.oveveeveviiiineiiiiiiiineen, 165 160 161
2395 Total new obligations............ooeviviiiiii i -165 -160 -161
New budget authority (gross), detail:
Discretionary:
40.00 Appropriation (definite)..........cocoviviiiriiiiiiie e 165 160 161
Mandatory: Use these lines to finance
60.05 Appropriation (iNdefinite).........cocuvvreienreierieeiene e e reestimates of direct loan and

|oan guarantee subsidies.

Changein unpaid obligations:

7240 Unpaid obligations, start of year.........cccoocvvviiiiieiiiiiins e 74 98

73.20 Total OULlayS (GrOSS) ... ..evvnuieieeiinie et e e -91 -136 -150

74.40 Unpaid obligations, end of year............ccoovive i, 74 98 109
Outlays (gross), detail:

86.90 Outlaysfrom new discretionary authority................c..e..e. 91 136 150

OMB Circular No. A-11 (2000)
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Summary of Loan Levelsand Subsidy Data (Schedule U)

Summary of Loan Levels, Subsidy Budget Authority, and Outlays by Program (in millions of dollars)

Identification code 83-0100-0-1-155 PY act. CY est. BY est.
Direct loan levels supportable by subsidy budget authority
1150 Economic opportunity 10ans.............ovueuivininiiie e, 301 250 225
1150 Handicapped 10ans. .. ... ..ouuvie et e 199 150 150
1150 Minority enterprise l0ans........c..vevveveniinine e e 215 200 195
Agencies should tailor
Direct loan subsidy rates (in percent): their submissions to

1320 Economic opportunity loans 8.00 8.00 8.00 provide dataat the )

X program level of detail,
1320 Handicapped [0ans................oouiiiiiiiiii 3.01 2.66 266 | asillugtrated in this
1320 Minority enterprisel0ans. ...........eevvreeevineeeiiieeeiieeeinne 4.20 4.00 3.59 | exhibit.
1329  Weighted average subsidy rate..............oveuvvvieniinieninnnes 5.45 5.39 5.19

Direct loan subsidy budget authority:
1330 Economic opportunity 10ans............eoveveviriinineiee e, 24 20 18
1330 Handicapped 10@ans..........ocuiueisie e 6 4 4
1330 Minority enterprise l0ans..........veveeveriinine e e

For non-zero trans- Shaded entries are
mittal codes, amounts Direct loan subsidy outlays: automatically
should represent the 1340  ECONOMIC OPPOtUNItY 108NS. . ...\ veeeoeeeeieeeeee e, 12 10 g | caculaedby MAX.
change to the subsidy X

rates reported under 1340 Handicapped [0ans................couviiiiiiiiii 3 4 4

transmittal code zero, 1340 Minority enterprise loans.
e _

Guaranteed loan levels supportable by subsidy budget authority:
2150 General business10ans..........cooeeiei i 1,120 1,200 1,215

R . Subsidy rate should
2150 Minority enterprise l0ans........co.veveeveniinine e 8,790 9,000 9,250 be shown. even if

Guaranteed loan subsidy rates (in percent):
2320 Genera businessloans................ccovveiiiiiiiiii i 241 242 247
2320 Minority enterprise loans............ . 0.91 0.90 0.92

2329  Weighted average subsidy rate............cooveeviiiineiennnne. 1.07 1.08 1.10

oo

Guaranteed loan subsidy budget authority:
2330 General business10ans..........coooeiei i 27 29 30
2330 Minority enterprise loans.

2339_

Guaranteed |oan subsidy outlays:

2340 General businesS10anS..........coveeviiieiie 13 25 29

2340 Minority enterprise [0ans. .. ... ..cuuivrieriiniitiiiiiiiiieeiaeieeas 1”2 8
Administrative expense data:

3510 Budget authOrity. .. ... ..oeeuriitiie e 19 18 17

3590 Outlays from new authority
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Program and Financing Schedule
Direct Loan Financing Account (Schedule P)

Program and Financing (in millions of dollars)
Identification code 83-4200-0-3-155 PY act. CYest. BYest.
Obligations by program activity:
Operating expenses:
00.01  Direct 10ans............ooouviiiiiiiiiiiei e 650 600 570
00.02  Interest paid to TrEASUIY.........vvuvereeee et et eeeeeneiieiaean, 65 46 88

Budgetary resour ces available for obligation:

22.00 New financing authority (gross) 715 646 658
23.95 Tota new obligations...........uvuviiiiieiei e -715 -646 -658
New financing authority (gross), detail:
Mandatory: Shaded entries are
67.10  Authority to borrow.. . 675 634 639 g’“&"}\aica”yca'w'a*ed
Spending authority from offsettl ng collectl ons: Y '
Mandatory:
69.00 Offsetting collections (Cash)...........coeeeiieiieiieieeiieiennnnns 23 28 30
69.10 Change in uncollected customer payments from Spending authority from
Federal Sources... . 20 -9 -3 offsetting collections
69.47 Portion applledtodebt reductlon -3 -7 -8 consists of cash collect-
— — — ions plus the change in
receivables from program
account.
Changein unpaid obligations:
7240 Unpaid obligations, start of year... e e e 377 391 Separately identify the
72.95  Uncollected customer payments from program account portion of the obligated
start of vear 20 1 balances that represents
YO o undisbursed direct loan
obligations and the
portion that represents
7320 Total financing disbUrSements (QrOSS)..............................  -338  -632  -685 | Soadyreccvables
74.00  Changein uncollected customer payments from
Federal SOUMCES..........ccuivieiiiiii e
74.95  Uncollected customer payments from program account,
endof year.............. -20 -11 -8
74.99 Obllgatedbalance endofyear 357 380 356
Outlays (gross), detail:
87.00 Tota financing disbursements (Qross)... ... ..oeeeeueunerneennnn 338 632 685
Offsets:
Against gross financing authority and financing disbursements:
Offsetting collections (cash) from: / Cash collections and the
88.00 Federal sources: Payments from program account.............. 19 21 21 ?haﬂgei" receivab'i
- - rom program accounts
Non-Federal sources: will beidentified
8840 Repaymentsof prinCipal............ccoceevviiiiiiiiiiiiiniinene 3 6 7 separately.
88.40 Interestreceived Onl0aNS..........covvvvvviiiiiiiiiiiie e 1 1 2

Net financing authority and financing disbur sements:
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FEDERAL CREDIT

Status of Direct L oans

Direct L oan Financing Account (Schedule G)

In the financing account status of direct loans:

direct loans.

-- direct loan obligations and disbursements will be shown only for post-1991

-- outstanding, repayments, prepayments, and write-offs for default will reflect
only post-1991 direct loans (and pre-1992 direct loans that have been modified).

Status of Direct Loans (in millions of dollars)

I dentification code 83-4200-0-3-155 PY act. CY est. BY est.

Position with respect to appropriations act limitation on obligation:

1111 Limitationondirect [0ans............ccoveviviviennnenn.n. 650

600 570

Cumulative balance of direct loans outstanding:

1210 Outstanding, start of year..........c.coveiiiviiiiiininnnn. 200
Disbursements:

1231 Direct loan disbursements.............coccoviiininnn... 338
Repayments:

1251  Repayments and prepayments...........cceevevevenannnns -3
Write-offs for default:

1263 Directloans..........coooiiiiiiii -10

525 1,105

586 597 | Shaded entries are
automatically
calculated by

-6 -7 | MAX.
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Balance Sheet
Direct L oan Financing Account (Schedule F)

Equals obligated but
undisbursed subsidy
from program account
plus undisbursed
upward reestimates and
interest on reestimates.

Balance Sheet (in millions of dollars)

Identification code 83-4200-0-3-155 PY-lact. PY act. CY est. BY est.

\ ASSETS
1106 Federal assets: Receivables, net 10 20 11 8

Non-federal assets:

1401 Direct loansreceivable, gross...........c.oveeneeneenes 200 335 915 1,505
1402  Interestreceivable..............ccooiiiiiiiiii e 1 1 2 2
1403  Accounts receivable from foreclosed property....... 1 1 2 3
1404  Foreclosed Property..........coeveiveeireiieeiieennennnns 2 3 6 9
1405  Allowance for subsidy COSt..........c.ccvvuuiniiiennnnns -13 -23 -52 -84
X Shaded entries are
1499  Net present value of assets related to direct loans.... 191 317 873 1435 | ajomatically
==== ==== ==== ==== MAX
LIABILITIES
2101 Accountspayable............vveiiriiiiiiieiiiein e, 2 i e
2103 Federal ligbilities: Debt..........coocvviviiiiiiiinnes 189 320 873 1435 Equal to obligated
2105 Other liabilities. .. .....covvevoieeiiieciicie e 10 17 11 8 «—] but undisbursed
subsidy from
2999 O NGBINES o 201 337 84 143 | frogan et
NET POSITION

3300 Cumulative results of OperationsS.........occvvvvviiiiins civiiiee veveeie e e

IO TGOS T \ | Tre finencing accourt

is designed to break
4999 Total liabilities and net pOSItion.........cccccoocco. 201 337 884 1443 Y evenandthushave
azero results of
operation.

Undisbursed downward
reestimates and interest
interest on reestimates.
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Program and Financing Schedule
Guaranteed L oan Financing Account (Schedule P)

Program and Financing (in millions of dollars)
Identification code 83-4100-0-3-155 PY act. CY est. BY est.

Obligations by program activity:
Operating expenses:
00.01 Default Claims.......c.ooooiiiiiiie e 9 10

Budgetary resources available for obligation:

21.40 Unobligated balance carried forward, start of year.............. ... 66 173
22.00 New financing authority (Qross)..........coeevvereeriieiinneeneenn. 66 116 139
23.90 Total budgetary resources available for obligation 182 312
24.40 Unobligated balance carried forward, end of year............... 66 173 302
New financing.authority. (gross), detailn: . Shaded entries are
Spending authority from offsetting collections: automatically calculated
Mandatory: by MAX.

69.00 Offsetting collections, Cash............ocevvviiiiiiiie e, 66 116 139

Changein unpaid obligations:

73.20 Total financing disbursements (Qross)..........cvuvvuivinineneees vevenne -9 -10
Offsets:

Against gross financing authority and financing disbursements:
Offsetting collections (cash) from:

88.00  Federal SOUMCES. ... .cvuveeeeiieeeiiee et eeeet e eeteeneneaaaes 53 97 112
88.25 Interest on uninvested funds.............cocooviiiiiiiinenn 3 9 17
88.40 Non-Federal SOUrCES.........ovvvie i e 10 10 10

Net financing authority and financing disbur sements:
89.00 FINanCiNg aUthOrity ... ... .. ovvviiiiiiii i v e e

90.00 Financing disbursements..........c.euuvuiviieeiiriiiiiineneeeenes -66 -107 -129

334 OMB Circular No. A-11 (2000)




FEDERAL CREDIT EXHIBIT 85G

Status of Guaranteed L ocans
Guaranteed L oan Financing Account (Schedule H)

In the financing account status of guaranteed loans:

-- disbursements of guaranteed loan claims will be shown only for post-1991
|oan guarantees.

-- outstanding, repayments, prepayments, and write-offs for default will reflect
only post-1991 |oan guarantees (and pre-1992 |oan guarantees that have been
modified).

Status of Direct L oans (in millions of dollars)
Identification code 83-4100-0-3-155 PY act. CY est. BY est.

Position with respect to appropriations act limitations on commitments:

2111 Limitations on guaranteed |oans made by

privatelenders.......c.ooiiiii 10,000 10,200 10,465
Shaded entries are
calculated by
Memorandum: MAX.

2199 Guaranteed amount of guaranteed loan
COMMIEMENTS. .. ..ttt 7,500 7,650 7,849

Cumulative balance of guaranteed loans outstanding:

2210 Outstanding, start of year............covove s e 5,000 13,895
Disbursements:
2231 Disbursements of new guaranteed loans................. 5000 9,100 10,312
2251 Repayments and prepayments..........cocveevevininenens cenennns -200 -375
Adjustments:
2261 Terminations for default that result in aloan
FECEIVADIE. .. ...t e e e e
M emorandum:
2299 Guaranteed amount of guaranteed loans
outstanding, end of year.............cc.ooeveeiiiiininnn, 3,750 10,421 17,865
Addendum:

Cumulative balance of defaulted guaranteed loans that
result in loans receivable:

2310 Outstanding, start Of Year...........cocovvviii i i e 5
2331 Disbursements for guaranteed loan claims................ ........ 5 13
2351 Repayments of loansreceivable............ccooviiiiinn i e -3
2361 Write-offsof loansreceivable..........cccooovviiiiiins i e -2
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EXHIBIT 85H

FEDERAL CREDIT

Balance Sheet
Guaranteed L oan Financing Account (Schedule F)

Equals obligated but
undisbursed subsidy
from program account
plus undisbursed
upward reestimates and
interest on reestimates.

Balance Sheet (in millions of dollars)

Identification code 83-4200-0-3-15¢

PY-lact. PY act. CY est. BY est.

value of cash flows
for loan guarantees.

299 4— Equalsunobligated

ASSETS
Federal assets
1101 Fund balanceswith Treasury...........c.ccveevevvees eeenee 63 170
1106 Receivables, Net.......c.oovvvvieiiiiiie e 10 12 11
Non-federal assets:
1501 Defaulted guaranteed loansreceivable, gross....... oo ceenne 5 18
1502 Interestrecaivable..........coooiiiiiii e 1 1
1503  Accountsreceivable from foreclosed property......  .oocoee i v 1
1504 Foreclosed Property.......ccoeeoeeiee i e e 1 2
1505  Allowancefor subsidy COSt......ovvvvviiiiiiiiiiiiiies e e -1 -3
1599 Net present value of assets related to defaulted
Undisbursed
d;NIrw::d guaranteed 10aNS. .. ......vvviviiiiie s e e 6 19
reestimates
and interest
LIABILITIES
2101 Accountspayable........cooeveiiiiiii e e 1 i
Equal to 2105 Other lighilities........coovviiiiii e e 10 12 11
obligated but / 2204 Non-federal liabilities: Liabilitiesfor loan
undisbursed
subsidy from QUAIANEEES. ... ettt eeeaee ettt et e e e e e eee s eaeeeane 62 176 318
program
. o T T B3
NET POSITION
3300 Cumulative results Of OperationS.........cvvviieiieiees i v e
Equals net present

balances.

Shaded entries are
automatically
calculated by
MAX.

The financing account
is designed to break
even and thus have
azero results of
operation.
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FEDERAL CREDIT EXHIBIT 85I
Program and Financing Schedule
Liquidating Account (Schedule P)
Program and Financing (in millions of dollars) )
Identification code 16-1186-0-3-755 PY act. CYest. Byes | Shadedentries
are automatically
There should be Obligations by program activity: generated by MAX.
no unobligated Direct proaram:
balance at the program:
end of the 00.01  Default Claims. .. ......cvuieeieeisiiiiee e e 629 536 789
fiscal year. 00.02  Advanceson behalf of borrowers................ccoooeiinnnn, 27 103 98
00.03  Interest on Treasury bOrrowings..........ccccoeveeeevenvnninnnn. 285 279 330
Budgetary resour ces available for obligation:
22.00 New budget authority (QroSS).........ocuveereeeeeriinneieeannenn 941 918 1,217
New budget authority (gross), detail:
Mandatory:
60.05  Appropriations (indefinite)........ccocoviiiiiiiiis e e 367
Spending authority from offsetting collections:
Mandatory:
69.00 Offsetting collections (cash)....... . 2,299 2,234 1,808
/ 60.27  Capital transfer to general fund -159 239 ...
69.47 Portion applied to repay debt............oovvviiiiieniiinns -1,199  -1,077 -958
Unobligated s
budgetary resources
at the end of the
fiscal year are
unavailable for Changein unpaid obligations:
obligation or outlay 72.40 Unpaid obligations, start of year.............ccoooveeiiiviiiiennn. 1,704 1,294 694
in subsequent
fiscal yearsand
must be transferred
to the general fund 73.20 Total OUtlayS (GrOSS)... ... vuuvrneenerneinere et e enees -1,351  -1518  -1,517
at the end of the 74.40 Unpaid obligations, end of Year............cc.ceceeeeioeeeeienen, 1,294 694 394
fiscal year unless e
an extension has -
been approved by Outlays (gross), detail:
- _
Offsets:
Against gross budget authority and outlays:
Offsetting collections (cash) from:
Non-Federal sources:
88.40 Repayments of principal...........coooeiiii i 1,477 1,857 1,300
88.40 Interest received oN10aNS..........cooevviiieiiii i 786 349 468
88.40 FOES. et 36 28 22
Net budget authority and outlays:
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EXHIBIT 85J FEDERAL CREDIT

Status of Direct L oans
Liquidating Account (Schedule G)

In the liquidating account status of direct loans:

-- there will be no direct loan obligations
-- most accounts should have no direct loan disbursements
-- outstandings, repayments, prepayments, and write-offs for default will be shown

Status of Direct Loans (in millions of dollars)
| dentification code 83-4200-0-3-155 PY act. CY est. BY est.

Cumulative balance of direct loans outstanding:
1210 Outstanding, start of year............cocoevviiivii v, 112 99 93

Disbursements:
1231 Direct loan disbursements.

Repayments:
1251 Repayments and prepayments.............covevveeennnnn. -3 -6 -7 Shaded entries are
Write-offs for default: automatically
1263 DIreCtl0anS.........ccovoveeeeeeeiceeeeeeeeceeeene <100 ‘;Aa':;i('a‘edby
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FEDERAL CREDIT EXHIBIT 85K
Status of Guaranteed L oans
Guaranteed Loan Liquidating Account (Schedule H)
In the liquidating account status of guaranteed loans:
-- disbursements of guaranteed loan claimswill be shown only for pre-1992
|oan guarantees.
-- most accounts should have no disbursements for new guaranteed |oans.
-- outstanding, repayments and prepayments will reflect only pre-1992 loan guarantees.
Status of Direct L oans (in millions of dollars)
Identification code 83-4100-0-3-155 PY act. CY est. BY est.
Cumulative balance of guaranteed loans outstanding:
2210 Outstanding, start of year..........cccoooveviiiiiiiiiinenee. 4413 4132 3,827
Disbursements:
2231 Disbursements of new guaranteed 10ans.............ccco. civiiee i e
2251 Repayments and prepayments.............coeeveeeeennnnnns -281 -300 -375
Adjustments:
2261 Terminations for default that result in aloan
reCBIVADIe. .......uie e e -5 -13 | Shaded entriesare
automatically
calculated by
Memorandum: MAX.
2299 Guaranteed amount of guaranteed loans
outstanding, end of year.............cov i i 3400 3,150 2,840
Addendum:
Cumulative balance of defaulted guaranteed loans that
result in loans receivable:
2310 Outstanding, start of year..........ccocviiiiiiii s v 5
2331 Disbursementsfor guaranteed loan claims................. ........ 5 13
2351 Repayments of loansreceivable............ccoovvvviviiices i e, -3
2361 Write-offsof loansreceivable..........c.oovviiiiiiiie i e -2
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